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HE recent sensational events in Wall Street have been the 
occasion of a great deal of discussion as to the present 
soundness or unsoundness of the industrial and commercial 
world, and as to the causes which have precipitated so sharp 
and sudden a panic. Among the causes assigned have been the 
character of the speeches of President Roosevelt and of Gov. 
Hughes, the evils of “frenzied finance,’ the organization and 
promotion of trusts with their “undigested securities” and their 
arbitrary effect on prices, and the particular characteristics of the 
individuals and firms who have failed. 

While undoubtedly some of these factors have had an influence 
on the result, they have been merely precipitating causes and are 
of far less importance than the causes which have for years been 
making ready for present conditions. We refer to the progress- 
ive rise in prices due undoubtedly to the increasing supplies of 
gold. 

If we turn back to the records of the early fifties and sixties, 
we shall find the same phenomena of rapidly rising prices, enor- 
mous stimulation of trade, gradually rising rate of interest, 
strikes by workingmen the purchasing power of whose wages 
was falling, expansion of credit, and a crisis which in 1857 
interrupted the otherwise steady movement of prices. Then, as 
now, few if any business men realized that a rise in prices not 
only makes an important disturbance for those with fixed salaries 
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and receipts, and affects profoundly the relation between debtors 
and creditors, but that it gradually affects the rate of interest. 

It has been generally believed that an increased supply of 
money would tend to lower the rate of interest. Although it is 
true that an increased supply of money to /end will tend to reduce 
the rate of interest, it is not true that a mere general increase in 
the supply of money i circulation will have that effect. The 
truth is that as money becomes more plentiful and its purchasing 
power decreases, it becomes necessary for the lender to recoup 
himself for the gradually sinking principal by increasing the rate 
of interest. 

It would be better for the business world if the readjustment 
of the rate of interest could take place more promptly, and it 
is probable that such an adjustment might be brought about if 
those who make up commercial circles were aware that such an 
adjustment must sooner or later come about. Owing to 
their conservatism, rates of interest like all other terms of com- 
merce are only slowly changed. 

The common notion that the rates of interest were down to 
stay has operated to prevent borrowers from being willing to 
accept, or lenders to require any considerable rise in the rate 
of interest. In many cases banking institutions maintain a fixed 
rate from year to year, with almost scornful disregard of market 
conditions. 

It is clear that if, as is now the case, the purchasing power 
of money is depreciating to the extent of something like four 
per cent. per annum, this amount would need to be added to the 
rate of interest in order fully to compensate for the change. The 
effect would be to bring the rate of interest up to something like 
seven or eight per cent. And yet, in spite of the gradual rise 
in the rate of interest during the last year, there are few con- 
tracts that have been put on so high a basis. 

As usually happens in such cases, those who find themselves 
in difficulties lay the blame on the wrong factor. Those who 
have been financing large enterprises find themselves unable to 
repay, and complain of the high rates of interest which they 
now encounter in renewing their loans. The trouble, however, 
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is not that the rate of interest is high, but that it had not already 
been high enough to prevent men from embarking on unprofit- 
able ventures. While it is true that deposits of loanable funds 
from the government and individuals are at the present moment 
a benefit, generally speaking, the situation would have been 
improved during the last few years had the rate of interest been 
higher than it was. The fact that it was not higher led to 
speculative enterprises and put off the evil day of reckoning, 
which must always come when men wake from their dream and 
realize that they have left out of their calculations a general rise 
in prices. 

We believe therefore that the fundamental factor in the situ- 
ation is that the business world has not forecast the general 
rise in prices. As this general rise goes on steadily, it necessarily 
confounds all predictions which have been based upon the belief 
in relatively steady prices. Many who have plunged into specu- 
lative ventures find that their expenses, especially for interest, 
have unexpectedly risen and have begun to withdraw from their 
ill-fated enterprises. The result has necessarily been to involve 
many firms in financial difficulties. We are entering upon a 
commercial crisis, and if our analysis is correct the effect will 
not be confined to New York City nor this country. 

A few years ago there was much complaint that the value of 
money was rising, and Mr. Bryan and his party were clamoring 
for a change in the standard which would produce a rise in prices. 
In a sense their wishes have been fulfilled, for gold unexpectedly 
turned from appreciation to depreciation. As a consequence we 
have had experience with the stimulation of business and the 
glittering appearance of prosperity which a rise in prices at first 
produces. 

The time must come when the business world will take up in 
earnest the subject of a stable standard for debts, and seek to 
prevent the ebb and flow in the value of money which is able to 
produce the far-reaching evils alternately of contraction and 
inflation. There is perhaps no problem in the commercial and 
industrial world which can compare in importance with this prob- 
lem of a stable standard of value. But as yet only an insignificant 
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minority of those affected by fluctuations in the value of money 
are aware that such a problem exists. 


The subject of improving our inland waterways seems des- 
tined to receive renewed attention in the immediate future, and 
to be viewed in a light quite different from that under which it 
has hitherto been regarded. For a generation and more, water- 
ways in this country have been looked upon as the natural com- 
petitors of the railroads. The strongest argument for their 
improvement has been rather the effect they would have in regu- 
lating and reducing railway rates, than in actually diverting 
traffic from the railways. Now, however, there appears to be 
a disposition to regard them as a means of supplementing and 
assisting the railroads instead of competing with them. Not the 
least significant feature of this remarkable change in public 
opinion is the fact that the man whose words have done most 
to produce it is perhaps the leading railroad manager in the 
country. The cause of this change of attitude toward the water- 
ways, both on the part of railroad men and the general public, 
is of course the enormous increase of traffic which has outrun the 
capacity of the railroads to handle. While these conditions con- 
tinue, this new relation of railways and waterways will continue, 
but it can hardly be considered permanent. Sooner or later 
capital enough will be found to enlarge the capacity of the rail- 
roads to meet the volume of traffic, and when that time comes, 
competition between railways and waterways will begin again. 
The question of most importance to consider, therefore. in con- 
nection with this subject, is not whether waterways can be profit- 
ably developed as a means of helping the railroads out of their 
present difficulty, but whether the conditions of competition in 
the future are likely to be different from those in the past, so 
that the investment of labor and capital in waterways will prove 
as economical! and profitable as in railroads. In other words, 
will the waterways stand any better chance during the next 
generation of sharing in our vast internal commerce than they 
have in the last ? 

In one respect the conditions of competition are likely to be 
much more favorable to the waterways in the future. The rapid 
building of railroads in this country between 1850 and the end 
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of the eighties resulted in the creation of a railway net, whose 
capacity for carrying traffic was vastly in excess of what the 
country had to furnish. Almost every railroad was in the posi- 
tion of being able to increase its traffic without increasing its 
fixed charges. The only considerable expense which additional 
traffic involved was in operating expenses, and of course 
any additional traffic which could be called into existence or 
attracted from other railroads or waterways by rates that would 
cover these expenses and anything more was eagerly sought. 
The result was more severe competition in the transportation 
industry here in America than in any other industry anywhere in 
the world. Against this competition the waterways of the 
country have been powerless to make any headway; and it is 
easy to see why. With numerous railroads either running par- 
allel with them or to competitive markets, willing and able to 
carry traffic at rates that represented only a portion of the cost of 
the service, they could not hold the few kinds of traffic which they 
were fitted to carry. In the future all this is likely to be changed. 
The railroads have now no great investment of capital in roadbed, 
and terminal facilities, which are not fully utilized. To take 
on additional traffic they must secure a rate for carrying it, 
not only sufficient to cover operating expenses, but also to pay 
interest on the enormous capital necessary to rebuild and reequip 
their roadbed and enlarge their terminal facilities. The rail- 
roads in the future are never likely to be in a position to offer 
such low rates for the additional traffic they can attract from 
the waterways as they have been in the past. This circumstance 
rather than the great volume of tonnage on the German rivers 
or through the “Soo” Canal, so often cited, affords reasonable 
ground for thinking that waterways may play an important part 
in the transportation system of the country in the future. 


An article appears below on the work of the Wisconsin Legis- 
lative Reference Library by one of its staff. This new movement 
is in many ways the most interesting experiment that has been 
made in the field of practical politics in recent years and deserves 
an additional word of comment. 

An observing visitor to Madison, especially if himself an East- 
erner, is at once struck with an interesting and novel spectacle. 
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In the central square stands the State House and at the edge 
of the city looms the University “on the hill,” but instead of 
these two institutions representing two conflicting ideals, gazing 
at each other with mutual aloofness or scorn, we find the inter- 
vening avenue a highway of sympathetic intercourse between 
them. The legislator, perplexed with the intricacies of legal 
and economic problems which confront him, turns naturally to 
the university as a storehouse of available knowledge of past 
experiments and present needs. The academic scholar, so far 
as the subjects of his study permit, looks toward the State House 
as the field wherein his labors will bear the fruit of increased 
social welfare and higher social standards. 

To a certain extent this may be the result of the university’s 
position as a State institution. As a salaried official of the 
government the scholar may feel a more direct call to apply his 
knowledge to the public service; as the voter of handsome 
appropriations from the public revenues the legislature may feel 
a keener anxiety to see that the state receives a more immediate 
and tangible return for its money than the general education 
of its young men and women. But deeper than any such quid 
pro quo motives lies a common motive to public service and the 
recognition of common rather than diverse aims, bringing 
about a genuine approach to that codperation of the men who 
do and the men who think, which is of such great importance 
for the proper solution of any social problem. It is an admirable 
spectacle and one full of promise. 

The chief connecting link between the two is found in the 
Legislative Reference Library. Under this modest name and 
starting from modest beginnings Mr. Charles McCarthy has 
built up a department of unique interest. His conviction was 
that the great majority of legislators are honest and mean to 
serve honestly the interests of the people whom they represent; 
but that on the other hand they are ignorant of the problems with 
which they have to deal, and inexperienced in legislative pro- 
cedure, since it is the American practice to change the personnel 
of the legislature at each election. This double ignorance either 
leads the legislator into bungling law-making which proves use- 
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less or harmful, or makes him the prey of the crafty lobbyist, 
whose power lies less in the size of his cash-roll than in his 
superior knowledge and skill. The solution seemed to lie in 
providing a source of accurate and unbiased information for the 
legislator both as to the kind of law he wanted and as to the 
way in which to get his real purposes into statute form. <A small 
appropriation,—too small to tempt the ordinary politician,—was 
available. The idea was active in the mind of an enthusiast 
who combined conviction and tact in unusual degree. The 
experiment was started, proved itself under the test, and grew 
to its present dimensions. 

The object of this department is to secure from all sources 
any information that will throw light on a prospective piece 
of legislation, including especially facts regarding similar legis- 
lation in all other states and countries. This information must 
be so digested and arranged as to be both clearly intelligible and 
sufficiently condensed for the use of the busy legislator. Here 
the university serves two purposes. In the first place its pro- 
fessors are constantly at the service of the legislator whether 
the knowledge sought is in the field of law, history, economics, 
chemistry, mechanics, hygiene, or agriculture. In the next place 
its graduate students are drilled in the very work of research 
and tabulation of material which is essential to the reference 
library, constantly cooperate with it and furnish many experts 
to its staff. The work of this body is three-fold: (1) the 
“comparative,” which includes the gathering of laws and cases 
from all outside jurisdictions regarding any proposed piece of 
legislation; (2) the critical, which consists of securing critical 
information regarding the working of such laws including in 
addition to printed material a great collection of personal letters 
from those who have been able to watch their operation; (3) the 
constructive, which consists of scientific drafting of bills by 
expert and impartial lawyers, aiming to secure the real results 
desired and to avoid the errors or loopholes of similar legislation 
elsewhere. 

The scheme must appeal to sensible men everywhere as 
a most interesting solution of many legislative problems. To 
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many it will seem too good to be practical. If anything so good 
will work, why isn’t it universally adopted? Now the important 
thing about the whole matter is that in Wisconsin it does work, 
and, to understand its working, it is necessary to appreciate the 
importance of the personal element of the problem. Probably 
the Wisconsin legislature is more open to such movements, and 
less suspicious of sinister motives, than some legislatures farther 
east, but more important has been the personality of the father 
of the movement. Mr. McCarthy combines with a native integ- 
rity and energy the technical training of a scholar (he is himself 
a member of the university faculty), and what is more important, 
an instinct for practical politics which is apparently a natural 
part of the Hibernian birthright. What the legislators came to 
trust first was not the institution but the man, and what the 
lobbyist who tried to conceal the negro in the woodpile came 
to fear was not so much an array of filing cases and a corps 
of cataloguers, as the growing tendency to go upstairs and “see 
what Mac has to say about it.” A sufficient appropriation will 
provide a well of pure information in any statehouse; the prob- 
lem is to induce the average law-maker to drink of it. This 
was accomplished through tact and good-sense including a com- 
plete absence of officiousness, advertisement, or any attempt to 
pour the good water down unwilling throats. 

It often happens, however, that a new method which depends 
in its experimental stage on some one person’s individuality, 
achieves a stability through its inherent efficiency. This seems to 
be the case in Wisconsin, where the institution has come to stay, 
and this is the feature that is particularly encouraging for its 
adoption elsewhere. Already many states have sent to the Wis- 
consin Legislative Library for men trained there to inaugurate 
similar systems. Much still depends on the character of the men 
who undertake such new enterprises, but with a successful 
example now firmly established, it is not too much to hope that 
the efficiency of the new device will make its own appeal, and 
thet a radical and general change for the better will make itself 
felt throughout the field of State legislation. 
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THE NEW UNEARNED INCREMENT TAXES IN 
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for taxation, p. 255; the assumption of innocent losses, p. 255; participation 
of state and imperial governments in the proceeds of the new taxes, p. 256; 
possible application of unearned increment taxes to American conditions, 
p. 261. 


NEARNED increment and means of reaching it by taxa- 
tion have long been favorite subjects for discussion among 
economists and students of public finance. Frequently the jus- 
tice of such schemes is sharply attacked, and many practical 
objections are urged against them, as, for instance, the extreme 
vagueness of the concept of unearned increment, the great 
variety of forms in which it appears, the consequent difficulty 
of proper assessment, the absence of popular demand for fiscal 
measures of this sort, and so on. With regard to certain kinds 
of unearned increment doubtless these difficulties will prove 
insurmountable for a considerable time at least, but, on the other 
hand, the recent rapid development in Germany of the so-called 
Wertzuwachssteuer' proves pretty conclusively the practicability 
of tapping the unearned increment on land. The novelty of the 
principle involved, the extended literature that has already sprung 
from its discussion,? the variety and comparative value of the 
* Literally, “increase of value tax.” 
seems closer to the English idiom. 
*Two excellent systematic treatises have appeared: Robert Brunhuber’s 
Die Wertzuwachssteuer, Zur Praxis und Theorie, (Jena, G. Fischer, 1906, 118 
pp.); and Karl Kumpmann’s Die Wertzuwachssteuer (Tiibingen, H. Laupp, 
1907, 124 pp., Erganzungsheft XXIV, Ztschr. f. d. ges. Staatswissenschaft). 
The two volumes of the Jahrbuch der Bodenreform issued by A. Damaschke 
(Jena, Gustav Fischer, 1905, 1906. 320 pp. each) contain several valuable essays 


Unearned increment tax, however, 








238 Yale Review. [ Nov. 


forms it has assumed, and, finally, the possibility of adapting it 
to American conditions should justify a brief discussion of the 
subject. 

Curiously enough the first practical application of the new 
principle to land taxation was made by the Navy Department 
of the German Imperial Government. Shortly after the seizure 
of Kiao Chau in 1897, the admiral in charge caused a careful 
investigation to be made of land rentals, prices, and tenures in 
the territory under his control. By the payment to native holders 
of twice the amount of their annual land tax the government 
secured an exclusive option to purchase later, at prices prevailing 
at the time of seizure, any land it might desire within the limits 
of the colony. Extensive tracts suitable for city and harbor 
building were then bought in, and on September 2, 1898, a 
thorough-going Jand and tax ordinance was promulgated, with 
regard to which all that need be said here is that it provided for 
a tax of 33% per cent. on the increase of value, apart from 
improvements, of land sold by the government to private parties.* 
The purpose behind all this procedure was to prevent speculators 
from snapping up desirable tracts and realizing large profits 
from an increase in their value, created largely, as it would be, 
by government expenditures for harbor and defence works, etc., 
and by privileges granted by the Empire to the new colony. 
Instead of this the land was to be held open at low prices that 
would attract bona fide settlers, the latter were to be assured the 
larger part of any future increase of values, while at the same 
time the government was to share to the extent of one-third in 
this increase. On Jan. 1, 1899, the budget of Kiao Chau came up 
for discussion in the Imperial Diet at Berlin and the policy of 
the new Wertzuwachssteuer included in it met with the warm 
and many reprints of original documents. To the above mentioned works 
the writer is indebted for a large part of the materials presented. An 
extremely abundant pamphlet and periodical literature has also been drawn 
upon and referred to in footnotes. For a bibliography see Mitteilungen d. 
Zentralstelle d. deutschen Stadtetags (Berlin), No. 1, 1907, pp. 10 and 11. 

*For further details see Admiralitatsrat Dr. Schrameier’s Wie die 
Landordnung von Kiautschou entstand. (Berlin, J. Harrwitz, 1902, Heft 


XIV, Soziale Streitfragen, 24 pp.) The original ordinance is reprinted in full 
in the Jahrbuch der Bodenreform, 1905, p. 66. 
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approval of all the parties represented in that body except the 
Social-democrats. 

Although not next in order historically, it will be well to con- 
sider at this point the action of the Diets of the various states of 
the German Empire that have taken up the unearned increment 
tax.t Early in 1906, Prussia enacted a new County and Pro- 
vincial Tax Act permitting the legislative bodies of the counties 
(Kreistage) to introduce the Wertzuwachssteuer. It was felt 
that a tax of this sort might prove exceedingly successful in 
counties where extensive railroad and canal building was going 
on, and particularly so in counties near large cities within which 
suburban settlements were growing up. One such county, 
Teltow, near Berlin, now has such a tax officially in preparation. 
In Bavaria a resolution was offered in the parliament of 1902 
asking the government to introduce a bill applying an unearned 
increment tax of 20 per cent. to all communes which showed a 
more than average rapidity of growth during the last census 
period, the sums yielded by the tax to be divided equally between 
commune and state. This resolution, and a somewhat altered 
form of it prepared a year later, failed of adoption, more on 
account of partisan politics and differences regarding details than 
because of the principle involved. In Baden the second chamber 
of the Diet unanimously asked the government on June 30, 1904, 
to submit at its mext session a tax reform bill including an 
unearned increment tax. During the same year the government 
of Hesse introduced a bill permitting municipalities to establish 
the Wertzuwachssteuer, which passed the second house almost 
unanimously. The first house objected to certain matters of 
detail but did not vote the bill down, and it was returned to the 
government with a request that it be amended and resubmitted. 
A very sweeping bill was introduced by the Saxon government 
on Jan. 26, 1904. It made mandatory upon communes of more 
than 10,000 inhabitants the establishment of an unearned 
increment tax on land which was not built upon, and fixed in 
detail the rates of such taxation, rising to 25 per cent. in case 
of an increase of value in excess of 50 per cent. Under special 


‘Except Bremen, which, although an imperial free city, may for our present 
purpose be considered simply as a city. 
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local conditions smaller Saxon communes were also empowered 
to establish the tax with the consent of the proper supervisory 
administrative authority (Aufsichtsbehdrde), and it was expressly 
provided that this consent must not be refused in case the petition- 
ing commune could show itself to be suburban in character or 
to be increasing extraordinarily in population. With certain 
unimportant limitations communes were further empowered to 
employ the Wertzuwachssteuer on land that had been built upon. 
Although accepted in principal by the second chamber, certain 
criticisms were made which led the Saxon government to with- 
draw the bill, but in revised form it will be presented again at 
the next meeting of the Diet. To sum up the action hitherto 
taken by the legislatures of the German states on the new tax 
it may be said that five of them have considered its introduction 
in one form or another; one (Prussia) has approved it in faculta- 
tive form for counties, in three the government is preparing 
new or amended bills for consideration, and in none has the new 
tax been beaten squarely on its merits. 

It is in the municipalities of Germany, however, that the 
unearned increment tax has made the greatest progress. Under 
existing laws in some of the States, cities already possess the 
implied, if not the express, right, with the consent of the super- 
visory administrative authority, to introduce the Wertzuwachs- 
steuer in indirect form®. Of this right extensive use has been 
made within the last few years. Beginning in 1905 with 
Cologne,® which enjoys an enviable reputation among German 
cities for_its contributions to municipal advance along many lines, 
the Wertzuwachssteuer is now in effect in Dortmund, Essen, 
Frankfort a. M., Gelsenkirchen, Hanau, Liegnitz, Markranstadt 
near Leipsic, Zabrze O.—S., and in Gr. Lichterfelde, Weissensee 
and Zehlendorf, the last three being suburbs of Berlin.* The 


* As e. g. in Prussia under §§ 13, 18, and 82 of the Municipal Tax Act of © 


July 14, 1893. Cf. Brunhuber, p. 33; Kumpmann, p. 90. 

*Kumpmann, p. 105, notes earlier instances in a few small rural communes 
in Saxony,—Oetzsch and Leutzsch near Leipsic, Hilbersdorf near Chem- 
nitz, etc. 

"Data regarding cities which have introduced or are considering the intro- 
duction of the tax from the Mitteilungen d. Zentralstelle (Berlin) d. deutschen 
Stadtetags, No. 1, cols. 9, 10. (Apr. 18, 1907.) 
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following cities have passed tax ordinances and are now waiting 
the action of the supervisory administrative authorities: Bres- 
lau, Emden, Jena, Kreuznach, Marburg a. d. Lahn, Naumburg 
a. S., Paderborn, Wetzlar, and the two Berlin suburbs, Reinicken- 
dorf and Tegel. In Berlin the council has voted in favor of the 
principle of the new tax and an appropriate ordinance is now 
in the final stages of preparation for submission to that body. 
The following city governments have the Wertzuwachssteuer 
officially under consideration at one stage or another: Barmen, 
Bochum, Erfurt, Frankfort a. O., Gottingen, Halle a. S., Linden 
vor Hannover, Ltinen in Westf., Posen and Rixdorf near Berlin. 
Unofficially agitation in favor of the new tax has been begun 
in a very large number of cities. Adolf Damaschke, the tire- 
less leader of the German Land Reformers’ Association, whose 
work has contributed largely to the popularization of the idea, 
stated on the 20th of October last that in no fewer than fifty 
cities organized sentiment was being created in favor of the 
Wertzuwachssteuer.8 Newspaper announcements since that date 
indicate a large increase in this number. In only three cities, 
namely Bremen, Wiesbaden, and Schoneberg near Berlin, has 
the tax been defeated, but even in these places the agitation has 
by no means been given up. 

The foregoing facts have not been cited merely to show the 
extent of territory within which the unearned increment tax has 
gained some sort of standing. So rapid a movement within so 
short a time also indicates pretty clearly that the new principle has 
met with wide approval both as regards expediency and justice. 
Naturally there has been vigorous opposition, particularly on 
the part of associations of land owners. On the other hand, 
economists and students of public finance generally have entered 
the lists in favor of the new tax. Prof. Adolph Wagner, who as 
far back as 1872 took up the advocacy of a sweeping application 
of the principle of taxing unearned increment in a variety of 

*The unearned increment tax is already receiving serious attention outside 
of Germany. In May, 1905, the Austrian Stddtetag, which includes in its 
membership the principal cities of the country, recommended its adoption, 


and Vienna and Briinn have considered it officially. Bern in Switzerland has 
also taken up the subject. 
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forms, has particularly distinguished himself by a vigorous, 
almost passionate, championship of the Wertzuwachssteuer. The 
press is overwhelmed with communications on the subject, and in 
several instances municipal elections have been fought out largely 
on this issue. Particularly worthy of note in the development of 
the tax up to the present time is the fact that legislative bodies 
of all three grades,—imperial, state, and municipal,—have passed 
upon it favorably. In numerous instances definite tax ordinances 
have received the approval, sometimes of course conditionally, 
of supervisory administrative authorities. Finally the Prussian 
Superior Administrative Court, by a decision of Nov. 7, 1905, 
unqualifiedly recognized the legality of the new tax according to 
the fundamental provisions of the Municipal Tax Act of 1893. 
Rapid as has been the development of the unearned increment 
tax after a beginning was once made, it is nevertheless true that 
the cities came to it under the spur of extreme necessity. Ger- 
many is quite as familiar as the United States with the. spectacle 
of enormously increasing municipal expenditures. The causes 
are fundamentally the same in the two countries, although pos- 
sibly there is a more frank recognition in the former of the neces- 
sity of a broad policy of social reform, particularly along the lines 
of education, sanitation, charity, public amusements, and the 
elevation of the laboring classes. To meet these rapidly growing 
needs the cities first developed to an extreme degree the principal 
existing taxes, i. e., the so-called real taxes on land, buildings, and 
business, and the local additions permitted to the state income tax. 
The peculiar cul de sac in which, under the Municipal Tax Act of 
1893, they found themselves involved as a result of this policy 
has been described in another place;® suffice it to say here that 
sources apart from the real and income taxes are now absolutely 
necessary. In this extremity various expedients have been 
resorted to as follows :—'® 


*Berlin’s Tax Problem, Political Science Quarterly, Vol. XX, p. 666, Dec., 
1905. 

* Bremen’s early experiment along this line and the Bauplatzsteuer, both 
of which were failures, are of interest in this connection. See Kumpmann, 
PP. 32, 34; also p. 3 of A. Wagner’s Zur Rechtfertigung der Zuwachssteuer 
(Jena, G. Fischer, 1906). 
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1. The strengthening of old or the creation of new indirect 
taxes within the narrow limits allowed by the Municipal Tax Act 
of 1893, chiefly on liquor dealers, dogs, theatre tickets, etc. 
These need not concern us further here beyond noting that the 
yield from such sources cannot be large. 

2. A change in the manner of assessing the land tax from 
rental to selling value as a basis. Within the last six or seven 
years one hundred and two cities and one hundred and twenty- 
nine rural communes in Prussia have adopted this plan."* The 
chief significance of this reform from the point of view of the 
present article is that it was designed to lay heavier burdens upon 
land not yet, or only partially, built upon, and consequently yield- 
ing no or very low rentals, the tax on which represented only a 
microscopic fraction of the selling value of the land as a site for 
future building. In other words the new method of assessment 
was designed to discourage land speculation,—a purpose which it 
has in common with the unearned increment tax. From the 
financial point of view, however, it offered little advantage. 

3. An increase of the real estate transfer tax (Umsatzsteuer). 
This tax is levied upon the price paid for real estate at the time 
of sale. In Berlin, for example, the municipal rates of % and 
1% per cent. of the selling value of built upon and unbuilt upon 
properties respectively were doubled in 1904.1 The chief vir- 
tues of the real estate transfer tax are that it is easily adminis- 
tered and enormously productive. On the other hand, it is 
extremely harsh in that it falls with the same weight upon 
every sale of real estate regardess of whether the price paid 
represents a gain or a loss to the seller. This defect becomes 
increasingly apparent with every increase of the tax and at times 
of depressed prices might very seriously cripple the real estate 
market. 


Summing up the three financial expedients noted above, the 
first two, it will be seen, promise little from the point of view of 
productivity, while the third is defective from the point of view 
of justice. The unearned increment tax, which really forms a 


“Among them Aix, Barmen, Berlin, Breslau, Danzic, Dortmund, Diissel- 
dorf, Elberfeld, Erfurt, Essen, Gérlitz, Hanau, Kiel, Coblentz, Cologne, 
Konigsberg, Magdeburg, Spandau, Stettin, Stralsund, Wiesbaden, etc. For 
complete lists see Jahrbuch der Bodenreform, 1905, pp. 80, 320; and 1906, p. 78. 

“The result was an increase in the net yield of the tax from 2,831,783 
marks in 1903-04 to 5,570,521 marks in 1904-05, and 6,385,571 marks in 
1905-06. The latter figure was 8 per cent. of the total net yield of Berlin’s 
municipal taxes for the year. Stat. Jahrb. d. Stadt Berlin, 30. Jahrg., p. 405. 
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fourth term of the series, doubtless owes no small part of its 
popularity to the fact that it reconciles these difficulties by appar- 
ently combining the social purpose of the new method of assessing 
the land tax and the productivity of the real estate transfer tax. 
Its close connection with the latter may best be brought out by a 
brief presentation of the situation in Cologne, the unearned 
increment tax of which is typical in many particulars. 

The ordinance of the Rhine city by which the new tax was 
introduced first raises the real estate transfer tax from I to 2 
per cent., regardless of whether the land sold is built or not built 
upon. This is to be paid by the purchaser.?* Section 3 provides 
that in addition to the preceding an unearned increment tax shall 
be laid upon the seller. Following is a translation and condensa- 
tion of the more important succeeding sections of the ordinance :1' 


§ 4. The increase of value shown by the transaction [1. e., sale 
of a piece of real estate] serves as the basis for the reckoning of 
the tax provided for in § 3. As increase of value is to be 
understood the difference between the last price paid for the 
property plus the additions thereto permitted by § 5, and the 
present price minus the deductions permitted by § 5. 

§ 5. To the last price paid are to be added: 

(a) In the case of land not built upon, interest at the rate of 
4 per cent., not compounded, on the last price from the time 
of its payment, or of interest payments upon it to the time fixed 
for the conclusion of the present contract of sale. 

(b) All expenditures that can be shown to have been made 
for the improvement of the land, including costs of street build- 
ing; also costs of new buildings or rebuilding including interest 
on building costs during time of building and architects’ fees, 
except in so far as these costs have been met out of insurance 
indemnities. To sums paid for street building 4 per cent. 
interest from the date of payment, not compounded, is to be 
added. 

(c) Five per cent. of the last price paid as compensation for 
the costs of purchase. (Stamp tax, real estate transfer tax, court 
costs, recording deed, clerical costs, etc. ) 


* The taking of property by right of eminent domain is regarded as a sale 
under the ordinance, also auction sales ordinarily, but transfers resting directly 
upon inheritance are excluded. § 1, but see also § 7 below. 

“The original is given in full in the Jahrbuch der Bodenreform, 1905, pp. 
47 and 287. 
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In case parcels of a landed property forming an economic and 
local whole are sold at various times by the same owner or his 
heirs in such a way that losses occur on certain sales, these losses 
are to be deducted from the increase of value obtained from other 
sales, provided that the losing sales occur at the same time as 
the profitable sales or within a period of three years previous. 

§ 6. An increase of value of 10 per cent. or less is in all cases 
onmiaa from the tax. If the increase of value exceeds this per- 
centage the whole percentage of increase is to be counted in deter- 
mining the rate of taxation. The increase of value in excess of 
10 per cent. is taxed as follows:—1Io per cent. in case of an 
increase of value of more than 10 per cent., up to and including 
20 per cent.; II per cent in case of an increase of value of more 
than 20 per cent., up to and including 30 per cent.; 12 per cent. 
in case of an increase of value of more than 30 per cent., up to 
and including 40 per cent.; and so on, the rate of tax increasing 
1 per cent. for each 10 per cent. of increase of value up to a rate 
of 25 per cent. on an increase of value in excess of 160 per cent. 

These rates, however, are only applied in case less than five 
years have elapsed since the last sale. If more than five and 
less than ten years have elapsed only two-thirds of the above rates 
will be applied; if more than ten years, only one-third. 

§ 7. The tax will not be collected (1) in case of sale at auction 
by court order when the bidder in is able to show that as owner, 
mortgagee, creditor, responsible former owner, or surety he is 
able to avoid loss only by making the purchase; (2) in case of 
enclosures (Zusammenlegungen) ; (3) in case of the laying out 
of new sections of the city where the separate properties of unlike 
sizes and shapes are temporarily pooled in order that street lines 
may be run and other improvements provided for, after which 
lots are apportioned out among the owners on the basis of the 
value of their former holdings (Umlegungen); (4) in case of 
acquisitions by the fiscus of the German Empire or the Prussian 
state, in so far as these purchases are free from the stamp tax 
under § 4 of the Prussian Stamp Act of July 31, 1895; (5) 
in case of gifts between relatives in the ascending or descending 
line, or between husband and wife; (6) in case of the division 
of property among co-heirs or of the common property of hus- 
band and wife, or the legal successors of these; (7) in case of 
the division of a former common property between co-owners so 
far as the latter do not receive more than the value of their former 
share of the property so divided ; (8) in the case of the transfer 
— the heirs to the legatee of a piece of real estate left as a 
egacy. 


17 
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§ 14. The following provisions regulate the unearned incre- 
ment tax for the first transfer of property occurring after this 
tax ordinance takes effect. Instead of the earlier selling price 
together with additions mentioned under § 5 a-c, the estimated 
selling price of the real estate (gemeiner Wert) on April 1, 1905, 
shall be used. The estimated selling price on this date shall be 
computed separately for each piece of real estate in the city. 

$15 Incase the yield of the unearned increment tax at the close 
of a fiscal year exceeds 400,000 marks the rate of the real estate 
transfer tax will be reduced % per cent. for the following year; 
if the yield of the former exceeds 800,000 marks the rate of the 
latter will be reduced 1 per cent. 


Taking up the various elements of the Cologne ordinance as 
they are presented above, it will be observed that the method of 
computing the unearned increment is first dealt with in some 
detail. The best brief expression of the principle underlying 
this procedure in all the plans for unearned increment taxes must 
be credited to Prof. Adolph Wagner. According to him the fol- 
lowing three elements are to be distinguished in the value of each 
piece of real estate: (1) “the value expressed by the original 
purchase price, or [as in the case of Cologne,—§ 14] ascer- 
tained by appraisement at the time the tax goes into effect; (2) 
next, the increase of value through the application of new capital 
for building, improvements, etc., (not taking into account 
expenditures for repairs, etc., to keep the property in condition) ; 
(3) and, finally, the increase of value brought about by general 
conditions.” The first and third of these elements will be con- 
sidered later. With regard to the second it may be said that all 
the new tax plans aim to pursue a generous policy. The Cologne 
ordinance (§ 5) particularly distinguishes itself in this way. 
It differs from others chiefly in the fact that it allows interest 
to be counted on land not yet built upon. The idea behind this 
is that the owner of such land does not receive an adequate 
current return in rent, while the man with a house and lot derives 
income from it during the time of possession. Critics of the 
Cologne ordinance urge, on the other hand, that it is chiefly land 
not yet built upon which real estate speculators deal in, and 
that for this reason no interest allowance should be made in favor 
of land of this character. Nearly all the other cities take this 
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point of view and seek to burden land not built upon more 
heavily than land already built upon. Usually this is accom- 
plished not by interest allowance, but by a manipulation of the 
provisions reducing the rate of taxation contingent upon the 
number of years the property has been held by its former owner. 
Thus Berlin proposes to reduce the tax rate one-third on built-up 
land that has been in the possession of the seller between five and 
ten years, and two-thirds when the ownership has lasted over ten 
years. If the land is not built upon, however, these reductions are 
made only after ten and twenty years’ possession respectively. 
Cologne, it will be seen, makes no difference of this sort (§6). 

Apart from definition, the chief difficulty confronting that por- 
tion of the unearned increment tax which deals with improve- 
ments is administrative in character. All sorts of claims will be 
made regarding the extent and character of capital investments, 
some of them probably fraudulent. The longer the time elapsing 
between sales,—and in some cases this may mean several 
decades,—the greater the difficulty of properly estimating the 
value of improvements made in the intervening time. Tax 
officials thoroughly familiar with values, the records of the 
building police, and, if necessary, a few penal sentences for per- 
jury are relied upon to solve the problem. The same means will 
be effective also, it is thought, as against fictitious sales at prices 
less than the real value of the property. For the latter case 
Damaschke and others suggest that the city be given a permanent 
right to buy at the price announced any real estate offered for 
sale. This rule exists as yet only under the Kiao Chau land 
ordinance, and with wide-awake officials would doubtless prove 
entirely effective. Curiously enough, no provision regarding 
depreciation of improvements is made in any existing legislation, 
and some opportunity for evasion along this line would seem to be 
present. 

With regard to the scale of tax rates the Cologne ordinance 
is thoroughly typical. In every instance, except Kiao Chau, some 
form of progression is employed, and also, with the same excep- 
tion, some minimum percentage of unearned increment is left free 
from taxation. Essen and Gelsenkirchen leave 20 per cent. free; 
Liegnitz goes to the other extreme, exempting only 5 per cent. 
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increase on built-up land after five years’ possession, and nothing 
on other land. In these exemptions, as in the allowances for 
improvements, the purpose of the new taxes not to burden thrift 
or enterprise is clearly expressed. Turning now to the scale of 
rates, Cologne is also seen to occupy middle ground here. The 
lowest rates yet proposed in any of the plans range from 3 per 
cent. (in three cases), and 5 per cent. (in three cases), to 10 per 
cent. The rate of progression varies considerably, as for 
instance, I per cent. tax to each IO per cent. increase of value in 
Cologne, to 10 per cent. of tax foreach 5 per cent. increase of value 
in the Saxon bill. At the upper limit of the tax scale very great 
differences exist; thus Liegnitz, 10 per cent. tax on increase of 
value over 100 per cent.; Paderborn, 15 per cent. over 75 per 
cent.; Dortmund, 15 per cent. over 80 per cent.; Essen, 15 per 
cent. over 140 per cent.; Hanau, 15 per cent. over 200 per cent. ; 
Frankfort a. M., 25 per cent. over 130 per cent.; Cologne, 25 
per cent. over 160 per cent.; Gelsenkirchen, 30 per cent. over 
155 per cent. An extremely wide diversity of opinion prevails 
regarding these various scales. Prof. Wagner’s radical position 
is well known: in taxing unearned increment, he said, one “can 
hardly go high enough. . . . . Even here, however, | 
would leave something to the winner,—let us say 10 per cent. 
But the city should get 90 per cent. As, however, such a proposi- 
tion is not yet practically possible, let us say 50 per cent., or even, 
so far as I am concerned, only 30 per cent.’?° Probably the high- 
est rate was mentioned by Prof. Wagner largely in jest; the low- 
est, it will be observed, has already been approximated in practice 
on very large increases of value. There is no doubt, moreover, 
that most of the supporters of the tax expect the rates to be 
raised in the future, particularly in the case of very large gains 
where the element of unearned increment is supposed to be espe- 
cially prominent. For the present the existing scales are recog- 
nized as sufficient. The difficulty of the question is enhanced by 
the recognized impossibility of fixing exactly the unearned incre- 
ment in any given case. Subtracting the former price plus 
improvements from the selling price may show an increase of 


*P. 30, Vortrag erstattet der Ortsgruppe Berlin der Gesellschaft fir 
Sociale Reform. (Jena, G. Fischer, 1904.) 
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value to be sure, but it does not answer the question as to what 
this increase is due. It is frankly recognized that part of it may 
be due to the efforts of the landowner, as, for instance, in 
developing a profitable business on a given site, by making the 
property more attractive, by voluntary contributions to various 
communal purposes, etc. To this extent the increment is 
obviously earned by him. Imperial and state governments also 
contribute to the increase of land values,—a point to which we 
will have to return later. On grounds of justice, therefore, the 
municipal government is not entitled to all the unearned increment 
(i. e., unearned by the landlord), but only to such portion of it as 
the municipality itself has earned by providing good local govern- 
ment. So far, however, as fixed scales can take account of the 
great variety of circumstances affecting individual cases, it must 
be conceded that existing ordinances remain well within the 
limits determined by the above considerations. 

Two time elements are of fundamental importance in connec- 
tion with the unearned increment tax,—first, the question of a 
modification of the normal rates based on length of possession 
(which has already been discussed), and, second, the question as 
to whether or not the tax shall be retroactive in effect. The latter 
question has been answered variously in practice. Some cities 
propose to tax the increase of value since the last sale, no matter 
if it did occur prior to the enactment of the tax.1® In other cases 
attempts are made to fix a certain date, say twenty or thirty years 
prior to the enactment of the tax, and to compute the increase of 
value only from this date to the time of sale.7 Cologne alone 
among the cities provides that for the first sale after the intro- 
duction of the new tax the increase of value shall be computed 
only from April 1, 1905 (§ 14), practically the date when the 
ordinance took effect. After the first sale, of course, the increase 
will be reckoned simply from sale to sale. (§ 4.) The ques- 
tion fundamentally involved in all the foregoing modes of pro- 
cedure, namely, the-justice of taxing unearned increment that has 


*Thus Dortmund, built up property; Essen, property not built upon. 

“Thus Dortmund, property not built upon since Jan. 1, 1860; Essen, 
property built upon to last sale if it occurred within twenty years, otherwise 
only back to selling value twenty years before enactment of tax. 
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accrued in the past, is far too thorny a one for detailed discus- 
sion here. That society has hitherto tacitly guaranteed the 
security of unearned increment by both passively and actively 
aiding or allowing private parties to appropriate it is unquestion- 
able. Nevertheless, so far as German law is concerned, the 
retroactive features of the new ordinances seem to be quite per- 
missible. Here if anywhere the cry of the landlords that the 
tax amounted to confiscation of private property was justified. 
On the other hand, of course, all taxation is confiscation to some 
degree. Moreover the hardship, so far as any occurred, was 


considerably softened by the provisions reducing the normal rates ° 


of taxation in case possession had extended over five or ten years. 

Besides objections on the ground of justice, however, various 
administrative difficulties threaten to embarrass the application of 
the retroactive feature of the unearned increment tax. Improve- 
ments made a long time ago can not be assessed so accurately as 
those of more recent date. Owners’ records may prove faulty, 
or be missing entirely. Still more dangerous is the possibility 
of evasion by fictitious sales, perhaps coupled with the right of 
repurchase, made immediately before the tax goes into effect. 
If this were to occur on a large scale, as is said to have been 
the case in at least one instance,'* the retroactive feature of the 
tax would “simply prove a snare for small landowners unfamiliar 
with the intricacies of business.”?® Conscious of these objec- 
tions, the more moderate advocates of the Wertzuwachssteuer 
are inclined to approve Cologne’s position in the matter. Even 
in that city, however, the first draft of the new tax ordinance 
provided for a retroactive effect, and this feature was only 
removed after a strenuous fight against it. Largely because of 
this amendment Mayor Becker found himself forced to admit 
sorrowfully that what he had succeeded in obtaining from the 
city council was “more a theoretical concept than a real tax.” 

“Kumpmann, p. 92, quoting Bredt’s Der Wertzuwachs an Grundstiicken 
und seine Besteuerung in Preussen, says this was the case in Cologne before 
the retroactive feature was removed from the proposed ordinance by amend- 
ment. 

“Kumpmann ibid, quoting from Wirkl. Geh. Rat Hamm’s article, Kann 


eine indirekte Wertzsuwachssteuer den Wertzsuwachs vor Einfiihrung der 
Steuer treffen? in No. 14 of the Deutschen Juristenzeitung, 1906. 





1907] New Unearned Increment Taxes in Germany. 251 


This statement goes directly to the root of the matter, and brings 
out clearly the Scylla and Charybdis between which the new tax 
must trim its course. If it is made retroactive, considerable 
income will be derived at once; if it is not made retroactive, it will 
vield no income until the future growth of the unearned increment 
produces one. Those who favor the former course point out 
the enormous advance in the value of real estate in Germany 
since the seventies and eighties, although this, of course, is merely 
an argument ad hominem. “Shall we throw away the meat, 
keep the bones, and put off our hunger by pointing consolingly 
to what the future may bring forth?” pathetically asks one such 
advocate.?° 

A minor advantage of the Cologne plan of disregarding old 
unearned increment consists in the fuller assessment of real estate 
which it has brought about. In many German cities the assessed 
value of property under the reguiar Land and Building Tax 
notoriously falls considerably under the real selling value. Con- 
fronted by the necessity under the unearned increment tax of 
fixing the value of their holdings on April 1, 1905 (§ 14), the 
landlords found themselves between two fires. Too low a 
figure for that date meant higher unearned increment tax in the 
future; too high a figure meant heavier land and building taxes 
annually. The result was a much higher assessment in the case 
of a considerabie number of pieces of real estate.*! 

Reference has already been made to the relationship between 
the real estate transfer tax and the unearned increment tax. This 
appears in two places in the Cologne ordinance,—S 1, par. 2, 
and §15. Little can be said in favor of the first of these, 
which provides that “if the seller of a piece of real estate pays 
an unearned increment tax, the buyer will be entitled to count the 
amount so paid toward the real estate transfer tax which he [the 
buyer] has to pay, not, however, to exceed 50 per cent. of the 
amount of the real estate transfer tax.’”” The second, which 
provides for a reduction in the rate of the real estate transfer 

*Koppe, Die zeitliche Begrenzung des steuerpflichtigen Wertzuwachses in 
Jahrbuch der Bodenreform, 1906, p. 226. 


“Wie wir in Kiln zur Zuwachssteuer kamen, by Carl Trimborn in the 
Deutsche Volksstimme, 17 Jahrg., No. 8, p. 233. (Apr. 20, 1906.) 
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tax in case the yield of the unearned increment tax reaches a 
certain figure (see p. 246), has met with much approval, although 
for a considerable time in the future it deprives the tax of its 
significance as a new source for the city’s budget. Practically 
what it will accomplish, and what it is hoped will be accomplished 
elsewhere, is the substitution of the unearned increment tax for 
the real estate transfer tax. At least it may make unnecessary 
in Germany an increase of the rate of the latter tax to the high 
figures prevailing in France, where it has almost reached 6 per 
cent.2*_ As this means the substitution of a more just and less 
burdensome tax for one notoriously crude and harsh, it must be 
counted a distinct argument in favor of the unearned incre- 
ment tax. 

The foregoing discussion of the principal features of the 
ordinances of Cologne and other cities plainly reveals the social, 
as distinguished from the purely fiscal purpose of the new tax. 
Its burdens will fall primarily on landholders, a very small class 
compared with the total population of most of the larger German 
cities at the present time.** And even among this small class the 
heavier tax rates will strike only those making extraordinarily 
large gains, that is, mainly speculators in city real estate, with 
whose operations German cities are fully as familiar as American 
cities. The participation of many banks of deposit in this busi- 
ness, depriving merchants of loanable capital and increasing their 
rents, has unquestionably intensified the feeling in favor of the 
new tax. On the other hand, there seems to be a cordial disposi- 
tion to recognize the services frequently performed by real estate 
companies in opening up to settlement desirable tracts, building 
roads, sewers, etc., and otherwise improving them. Not all the 
large gains sometimes made by such companies are regarded as 
unearned, and to this consideration the new tax seeks to do justice 
by the exemption of small increases of value, low rates of taxa- 
tion, ample allowance for capital invested in improvements, etc. 
Brunhuber further distinguishes between two kinds of real estate 


*™ Wagner, Zur Rechtfertigung, etc., p. 19. 

*In Berlin only 1 per cent. of the population lives in houses it owns. 
The percentage is doubtless considerably larger in smaller cities. Cf. 
Brunhuber, p. 69. 
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speculation :—first, that in which operations are carried on largely 
on the basis of borrowed capital and with the intention of making 
sales and pocketing profits as soon as possible; second, the 
withholding from improvement for considerable periods of time 
of tracts of land, fully paid for, in the immediate neighborhood 
of the already built up portions of cities. Obviously the taxes 
already in force with their reductions from normal rates based on 
long tenure will be much more favorable to the latter kind of 
speculation. Of the two, however, the former is much the more 
common. Both are regarded as having a tendency to increase 
rents and to affect housing conditions unfavorably. It would, 
of course, be possible to adapt the unearned increment tax to long 
term speculation by providing for an increase (instead of a 
decrease as at present) in the rate of taxation based on the length 
of tenure. In the Zuschlaige to its real estate transfer tax 
Frankfort a. M. already employs this principle,—a fact all the 
more significant because that city is reputed to be pretty well 
girdled by large holdings of real estate which have already been 
held for considerable periods of time by the Rothschilds, Beth- 
mann-Hollwegs, Mumms, and other enormously wealthy families. 
While landholders and particularly land speculators will first 
pay the unearned increment tax, the question as to its final 
incidence is far more important. Practical experience on this 
point is as yet too limited to be of much value, and in its absence 
the most divergent theories are proposed. From the side of the 
real estate owners associations the view is frequently expressed 
that the tax will be shifted from the seller to the buyer and will 
simply be added by the latter to capitalization and rents. In sup- 
port of this contention the fact is often cited that at present many 
side contracts are being executed obligating purchasers to assume 
the tax in case it is imposed. These contracts are admittedly 
legal, but they hardly suffice to establish the contention of the 
real estate owners associations, for the question still remains as to 
how far the threat of the new tax may have operated to depress 
the value of the land expressed in the primary contract of sale. 
Moreover the strenuous opposition of landowners to the new tax 
argues considerable fear that they will bear it, in part at least. 
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Directly opposed to the preceding is the view, based on the 
Ricardian law of rent, that the tax cannot be shifted in any 
degree.** If free competition prevailed in city real estate 
markets and if the number of possible building sites were practi- 
cally unlimited, no doubt this would be true. But notoriously this 
is not the case; indeed one of the strongest arguments favoring 
the introduction of the new tax is the existence of more or less 
complete monopolies in the hands of real estate companies. 
Under such conditions the incidence of the tax is greatly com- 
plicated. Kumpmann expresses the opinion? that it will resolve 
itself into a question of might. The land companies are fewer in 
number and backed by larger capital than those who purchase 
from them, and conditions in a rapidly growing city will be in 
their favor. They will possess greater advantages in the center 
of the city than on its periphery. On the other hand, he calls 
attention to the fact that the new tax is only one of many factors 
affecting the price of land, that in most cases the owner will be 
unable to tell either when it must be paid or how high it will be, 
and finally that it will fall only on a comparatively small number 
of landowners. On the whole, therefore, he concludes that 
the tax will not regularly be shifted. 

One possibility with regard to the incidence of the tax about 
which there is pretty general agreement is that with too high 
rates owners will simply retain possession of their property and 
enjoy the unearned increment, untouched by the tax, in the form 
of higher rents. As a means of meeting such a condition it is 
proposed that the tax be collected periodically, say every ten or 
twenty years, in the case of property which remains for so long a 
time in the same hands. This would convert the tax from an 
indirect to a direct form. Under existing law Prussian cities 
have no right to make the change, and an amendment to the 
Municipal Tax Act of 1893 would be necessary to empower them 
to do so. Kiao Chau affords the only example at present of a 
direct periodic unearned increment tax, collectible at twenty-five 
year intervals in the case of property which has not been sold 
during this time. One objection to the direct form of the tax 


“Cf. Wagner, Die Finanzielle Mitbeteiligung der Gemeinden, etc., p. 52. 
* Ibid., p. 56. 
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is that it will be felt more severely than the indirect, inasmuch as 
it will not be collected at the time of a sale when the value of 
the property is temporarily available in the form of current funds. 
With short periods of time, however, this burden would be 
reduced to a minimum. Besides it could be estimated more or 
less roughly and provided for in advance. 

Apart from the stock arguments of landowners and objections 
based on local conditions, two or three general criticisms of the 
unearned increment tax deserve notice here. The first of these is 
that it is unjust to single out unearned increment on land for tax- 
ation and allow all other forms of unearned increment to go free. 
Many advocates of the new principle answer this in a way which 
may best be reproduced in our slang phrase: “Not yet, but soon.” 
Unearned increment on land is the easiest to reach, they say, 
hence we have attacked it first, and regret only that economic 
and administrative difficulties force us to leave more sweeping 
applications of a just principle to the future. Wagner instances 
the Bourse Tax, the Inheritance Tax, and the Tax on Gifts 
(Schenkungssteuer) as involving the general principle of laying 
higher burdens on unearned increment. Other writers draw a 
sharp distinction on economic grounds between speculation in land 
and speculation in movable goods, and contend that the greater 
harmfulness, as well as the greater ease of reaching the former, 
justifies a distinction in taxation between the two. 

A second general objection to the unearned increment tax is 
that if private profits on land investments are to be taken, private 
losses should also be assumed by the city. It is easy to reply to 
this that taxation usually concerns itself with “him that hath,” 
and even to point out instances in the assessment of the German 
income and other taxes where losses are disregarded. The 
peculiar character of the unearned increment tax, however, is that 
it attempts to reach gains alone, not property or income as such, 
and hence the question regarding losses cannct so easily be 
evaded. Damaschke and some of the other leaders of the land 
reformers recognize the fundamental justice of the claims made 
on this basis. Jaeger rather too optimistically says that ‘among 
nations with a progressive civilization unearned increment will 
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always prove the rule, and innocent loss the exception,”*® and 
concludes that the recognition of the principle of reimbursing 
losses is therefore not dangerous. Obviously, however, its 
administration would be extremely difficult and would lead to all 
sorts of fraudulent claims. Brunhuber admits the principle’ but 
points out that it could be applied only to the same degree as the 
tax itself. As the latter exempts small gains from taxation, con- 
versely small losses could not be considered. The city endeavors 
to take only that part of the unearned increment which it has itself 
earned; in justice, therefore, the landowner could claim reim- 
bursement only for depreciation of his property caused by some 
action for which the city government was responsible. Clear 
cases of this sort occur, as, for instance, in the erection by a city 
of an elevated railway, and for such damages the courts already 
provide remedies. Changes in the location of public markets, 
theaters, bridges, etc., are not in the same category, Brunhuber 
holds, as no property owner has a legal claim to have institutions 
of this sort placed or retained in his immediate neighborhood. 
Cologne attempts in § 4c of its ordinance to make allowances 
for losses where a number of transactions connected with the 
same tract of land have occurred, but the effect of this provision 
will obviously be favorable to speculators and leave untouched 
the loss incurred by the owner of a single house. With 
this exception the point has been passed over in silence in existing 
legislation, and, in spite of the question of justice involved, 
probably will continue to be ignored in the future. 

A third criticism of the unearned increment tax is that 
although imperial and state governments contribute to the growth 
of land values no provision has yet been made whereby they 
are to participate in the returns from the new tax. The 
Bavarian resolution, as we have seen, contemplated a division; 
half to go to the city, half to the state. A motion to investigate 
the new tax and take steps to secure the interests of the Empire 
in connection with it was made in the Reichstag, Dec. 17, 1905, 


*p. 18, Die Zuwachssteuer, Versuche u. Erwaigungen, by Prof. Baumeister 
and E. Jaeger. (Berlin, Verlag Bodenreform, No. XVIII of Sociale Zeit- 
fragen.) 

* Op. cit., p. 58. 
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but it met with little support.** In opposition to this criticism 
it is urged that both the Empire and the separate states have 
reserved certain fields of taxation for themselves, and that they 
should not poach on the communal preserve of land taxation. 
Doubtless the activities of both the federal and the state govern- 
ments contribute largely to the growth of land values in special 
cases. Thus Berlin and Kiel owe relatively much to the Empire ; 
Koblenz and Bonn to the state. But ordinarily the chief govern- 
mental activity affecting city land values is that of the municipal 
government. A still further view of this question is that the 
new tax, once it is fully developed, will prove such an Aladdin’s 
lamp that all three governments can share abundantly and with- 
out jealousy in its golden proceeds. 

On the latter point, namely the financial productivity of the 
unearned increment tax, the future alone can speak with decision. 
It is a matter of common knowledge that enormous increases in 
land values have occurred in Germany during the last three 
decades. Thus Miiller?® estimates that the land values of Berlin 
increased 3,500,000,000 marks ($833,000,000.00) between 1870 
and 1890. Increase in rentals on which the land tax was then 
based indicate a capital increase of $63,500,000.00 in the value 
of the real estate of the city during the year 1902-03. Of course, 
3erlin furnishes the most brilliant example of this development, 
but in smaller cities the same process is going on more slowly. 
One of the great services of the new tax which should be 
appreciated both by scientific investigators and public officials 
is that it will provide a mass of accurate statistical material to 
take the place of the crude estimates of unearned increment 
hitherto employed. As for the actual income yielded by the new 
tax, materials are as yet exceedingly scanty. Kiao Chau alone 
has had any considerable experience, and here the returns were, 
by years, as follows :—18g9-1900, no report; 1900-01, $613; 
1901-02, $2,054; 1902-03, $1,128; 1903-04, $1,474; 1904-05, 
$417.59 The conditions of a new colony are but ill-adapted, 

* Kumpmann, p. 17. 

* Wohnungsnot u. Grundrent, Conrad’s Jahrbiicher fiir Nat. Oek. u. Stat., 
1902, p. 43. 


” Brunhuber, p. 102. The average exchange value of the dollar is stated 
as 2.12 marks, equal to $.505 American. 
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however, for comparison with those of a populous city in a 
highly developed country. In discussing the Cologne ordinance 
reference was made to the amendments which deprived it of the 
hope of large returns in the immediate future. So keenly was 
this felt that the new tax was put down in the budget for 1905 
at the nominal figure of 20,000 marks ($4,760.00). According 
to newspaper reports*! published at the end of March, 1907, the 
tax had, contrary to all expectations, yielded nearly 200,000 
marks ($47,600.00) up to that time. As Cologne assesses only 
the increase in value since April 1, 1905, this sum, small as it is, 
in comparison with the whole budget, nevertheless indicates a 
rapid and enormous increase in the value of the city’s real estate 
during the period covered. It is not to be inferred, however, 
that the returns from the new tax will prove constant in growth. 
All investigations of land value indicate the existence of rhythmic 
movements both locally and generally over long periods of time. 
During prolonged periods of depression the unearned increment 
tax may produce little or nothing financially. For this reason 
commentators usually suggest that its proceeds should not be 
applied either to special purposes of a social reform character 
as is sometimes done, nor to current expenses, but should be 
turned into reserve funds collected for important projects, as, 
for example, the carrying out of a large policy of new street 
construction, the building of new schools, hospitals, etc. Kump- 
mann philosophically remarks, with regard to the fluctuating, 
character of the new tax, that its results should be satisfactory 
either way; if they are large, it means that the city is partici- 
pating largely in landowner’s profits; if they are small, it means 
that land values and rents are not increasing, which from the 
social point of view is extremely satisfactory. 

With regard to the administration of the new tax and its more 
general results the following statement by Mayor Adickes of 
Frankfort a. M. is of interest :°* 


“Hardly any newly introduced tax has been so easily borne as 
this one. . . . As to its practical administration no considera- 


™ Quoted by Kumpmann, p. 113. 
” Besitzwechselabgabe und Wertzuwachssteuer in Deutsche Juristenzeitung, 
No. 5, March 1, 1906, quoted by Kumpmann, p. 109. 





1907] New Unearned Increment Taxes in Germany. 259 


able difficulties have been encountered so far. The information 
necessary to ascertain the increase in value, so far as it was not 
given in documents already at hand, has for the most part been 
easily secured by sending out a formal schedule of questions. 
Above all it is particularly noteworthy that all prophecies regard- 
ing the destructive effect of the new tax on the sale of real estate 
have turned out as false. . . . In reality the real estate 
market has not been demonstrably affected in any way by the tax, 
indeed it has hardly ever shown greater strength. On the other 
hand, to be sure, the hope that the new tax would exert a restrain- 
ing influence upon the increase of land values has, up to the 
present time, not been realized to any perceptible degree.” 


The experience of other cities from which reports are obtain- 
able is also favorable in the main. Of course, many diverse 
opinions prevail regarding the possible development of the 
unearned increment tax. Brunhuber enthusiastically says it is 
“the land tax of the future, its principle of taxing profits 
(Gewinnbesteuerung) will be the general tax principle of the 
future.”*3 Kumpmann is more conservative; the new tax, he 
thinks, will not supplant the continuous direct taxation of land, 
but it will form an important part of the general financial and 
housing policy which cities must pursue.** Nearly all writers 
agree that the solution of the housing question in cities must be 
sought by the variety of means besides taxation, as, for instance, 
by improvements in transportation, reform of building regula- 
tions, attempts to cheapen cost of construction, the opening up of 
credit on easy terms to prospective builders, increase of wages, 
etc. Pohlmann*® boldly suggests that if all other means should 
fail to break up land monopoly the cities themselves should under- 
take the business of opening new tracts of land in their environs 
for building purposes. By controlling local transportation facili- 
ties and the supply of municipal services generally (gas, water, 
sewers, etc.), the success of such enterprises, he thinks, would 
be beyond question. His argument, of course, rests upon the 
assumption of a technical efficiency and incorruptibility hardly 
to be expected in American cities. 
* Op. cit., p. 113. 
“ Op. cit., p. 123. 


“Unsere Stellung 2u den Terraingesellschaften in Deutsche Volksstimme, 
Pp. 470, No. 16, Aug. 20, 1906. 








260 Yale Review. [ Nov. 


Up to the present time, of course, German experience is 
scarcely extensive enough to justify a positive answer to the 
question as to how far the new tax is applicable to our own condi- 
tions. Moreover, certain broad differences of practice enter to 
complicate the question. Thus our large employment of special 
assessments is to a considerable extent an anticipation of the 
unearned increment tax. Apparently there was no legal barrier 
to the development of the principle of special assessments in 
Germany and occasional instances of its use occur.*® One 
wonders that they are not more frequent, for in addition to the 
usual circumstances which lead to its use in the United States 
two forms of public improvements common abroad would seem 
to suggest it very strongly. These are (1) the large projects 
frequently undertaken for the construction of new streets and 
avenues in the tortuous central sections of old cities, and (2) 
the removal of walls and fortifications to a greater distance from 
the center of growing garrison cities whose expansion they had 
been retarding. Most of the German authorities agree, however, 
that the unearned increment tax is vastly superior to the better- 
ment plan, first, because it takes hold of the whole increase of land 
value due to general circumstances rather than the increase due 
to a special improvement alone, and, second, because it is more 
easily administered and at least in the indirect form more easily 
borne. A comparison of the unearned increment tax with the 
single tax proposed by Henry George would be of considerable 
interest in this place, but limitations of space preclude anything 
more than the mention of one or two points. First, the unearned 
increment tax does not attempt to take the whole value of the 
economic rent of land; what it does take is the capitalized value 
of a part of the economic rent. Second, unearned increment is 
a much more readily comprehensible concept than pure land rent; 
it is, indeed, a matter of everyday notice, and its nature as 
essentially unearned gain is very readily demonstrable. It 
would seem, therefore, much more easy to make propaganda for 
the unearned increment tax than for the single tax. 


*Kumpmann, p. 38; Jahrbuch der Bodenreform, 1905, p. 209; 1906, pp. 
44, 131, and 201. 
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In all the discussions of the new tax by German writers their 
thought regarding unearned increment on land is evidently very 
closely, if not exclusively, connected with the increase of value 
that emerges during the transition period from agricultural to 
building uses. The reason, of course, is that German building 
regulations which forbid the erection of skyscrapers also prevent 
the increase of the value of centrally-located realty to the enor- 
mous figures with which we are familiar. Unearned increment 
taxes in our cities would probably strike two main areas, the 
periphery and the business section. Thus we would have the 
advantage of two main sources as against one in German cities. 

The most striking single difference between German and 
American municipal finance, however, is the relative unimport- 
ance of the regular land tax there, and its overwhelming import- 
ance here. At present the income tax is the backbone of the 
finances of German cities. In the larger Prussian cities the 
land and building tax contributes only about one-fourth of the 
total municipal income from taxation.** Under these circum- 
stances it is not strange that the agitation in favor of laying 
heavier burdens on city real estate should be sweeping over 
Germany like a tidal wave. <A similar movement would have 
far less justification in America. Nevertheless there would seem 
to be great possibilities for the development of the unearned 
increment tax within our system in two directions. First, it 
might be used as a substitute for and an improvement upon 
special assessments. Second, it could be employed as a means 
of readjusting the burdens of our land tax, laying them more 
heavily upon property of rapidly increasing value and diminish- 
ing them on other property. 


Rosert C. Brooks. 
Swarthmore College. 


* Statistisches Jahrbuch deutscher Stadte, 1906, p. 376. 
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HE only piece of constructive legislation concerning the 
Philippine Islands enacted at the recent session of the 
Fifty-ninth Congress was the act' authorizing the Philippine 
government to guarantee interest on private capital invested in 
an agricultural bank. It will be the object of this paper to show 
the reasons which have led the Philippine government for the 
past two years to seek the authority granted by this act, and 
to show in a general way the character of the institution which 
it is expected will be established.” 

The Philippine Islands are preéminently an agricultural 
country, and their economic future depends most importantly 
upon the development of their agricultural resources. Nature 
has endowed them with an abundance of rich soil suitable for 
raising a great variety of valuable agricultural products, such 
as hemp and other fibers, sugar, tobacco, rice, copra, coffee, 
and rubber. Of the total area of the islands about seven million 
acres, or nine and a half per cent., is classified by the Philippine 
Census as agricultural land. About forty-six per cent. of this 
land is under cultivation." For the calendar year 1906 ninety 
four per cent. of the islands’ exports were agricultural products, 

‘Public Act, No. 243, Fifty-ninth Congress, second session, approved by the 
President March 4, 1907, and entitled ‘‘ An Act to provide for the establishment 
of an agricultural bank in the Philippine Islands.” 

*Cf. Jenks, The Agricultural Bank for the Philippine Islands, in Annals of the 
American Academy of Political and Social Science, XXX (July, 1907), pp. 38-44. 

5 Census of the Philippine Islands (1903), 1V, pp. 181, 182. Cf. Hearings on 


Revenue for Philippine Islands in Senate Documents, No. 277, Fifty-ninth Congress, 
first session, Vol. XXII, pp. 192, 193. 

















1907] Ax Agricultural Bank for the Philippines. 263 


while only thirty-five per cent. of the imports consisted of articles 
of food and animals.’ 

Agricultural conditions in the Philippines during recent years 
have been unusually bad. During the insurrection cattle were 
destroyed, fences torn down, farm buildings burned, and thou- 
sands of acres of rich soil reclaimed by the tropical jungle. 
Draught animals have since died in large numbers as the result of 
the ravages of rinderpest and other cattle diseases, much destruc- 
tion has been wrought in many parts of the islands by locusts and 
floods, while through the niggardliness of the American Congress, 
under the influence of a few representatives of American sugar 
and tobacco interests in the United States Senate, the Philippines 
have been denied the scant justice of an American market for 
their products, and have at the same time been deprived of their 
previous Spanish market. Philippine agriculture at its best is 
in a very backward condition. Now that peace has been estab- 
lished throughout the civilized parts of the islands, and the most 
destructive cattle and plant diseases have been either eliminated 
or largely brought under control by the excellent work of the 
government’s scientific bureaus, agricultural conditions are 
improving, but, in the absence of good markets and of adequate 
transportation’ facilities, progress is necessarily slow. 

The facilities for agricultural credit in the Philippines up to 
the present time have been altogether inadequate. The state- 
ment of the Schurman Commission still holds true, that “lack 
of proper capital and the high price asked for loans constitute 
another obstacle, which stupefies industry, augments the cost of 
production, and restrains, in consequence, its benefits.’”” There 
is no bank in the Philippines that makes a business of loaning 
money on landed security. Three of the four banking estab- 
lishments with their sub-agencies are branches of foreign bank- 
ing corporations and limit their operations very largely to for- 
eign exchange. Two of these banks are prevented by their 


' Quarterly Summary of Commerce of the Philippine Islands, October-December, 
1906, p. 121. 

*The Philippines, though containing about two and one-half times the area of 
New York State, have only 200 miles of railroad in operation. Something like 
700 miles, however, are now in process of construction. 

* Report of the Philippine Commission, 1900, IV, p. 7. 
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articles of association from making advances on real estate. 
The total outstanding loans of the banks of the islands on June 
30, 1904, aggregated about $13,000,000,’ and of this amount 
probably not over $400,000 was secured by agricultural land, 
although, as said before, agriculture is the principal occupation 
of the eight millions or more people inhabiting the archipelago. 

The large European commercial houses, particularly in the 
sugar-producing provinces, sometimes make advances to agri- 
culturists on the security of their crops. These advances, how- 
ever, are generally confined to the owners of a few large estates, 
although they in turn may reloan part of the money to their 
tenants. The loaning of money is foreign to the regular busi- 
ness of these commercial houses, and most of them are unwilling 
to tie up any considerable amount of capital in such ventures. 

In many parts of the Philippines money cannot be borrowed 
at any rate of interest on the security of agricultural land, no 
matter how good the land or how perfect the title. In the few 
sections where agricultural loans are obtainable, they are made 
largely by Chinamen in small amounts, and at exorbitant rates 
of interest. Inquiries made in May, 1903, of provincial treas- 
urers throughout the islands elicited the surprising information 
that rates of interest on agricultural loans as high as 3, 5, and 
even IO per cent. a month were common.’ For example, the 
treasurer of Cagayan reports that interest in that province varies 
from 25 to 50 per cent.;* in Ilocos Sur the rate is said to vary 
from 10 to 100 per cent.;* in Ilocos Norte, from 20 to 100 per 
cent.” It is a common practice for the creditor to obtain the 
privilege of purchasing the borrower’s crops at extremely low 
prices fixed in advance, so that the nominal rate of interest often 
falls below the rate really exacted. 


1 Report of the Comptroller of the Currency, 1904, I, p. 444. 

2Cf. Kemmerer, Xeport Concerning the Advisabtlity of Establishing a Government 
Agricultural Bank in the Philippines, Exhibit B, schedules I and III. (Bureau 
of Insular Affairs, War Department, Washington, 1906. Reprinted in Report of 
the Philippine Commission, 1906, I, pp. 487-641.) Cited hereafter as Phil. Agric. 
Bank Rep. 

3 Ibid., p. 35. 

‘Ibid., p. 37. 

5Ibid., p. 37. 





cu 


Ph 


OV. 


ite. 
ine 
lint 


ion 


ade 
ites 
“as- 
ion 
and 
the 
ries 
ary 


the 
low 
‘ten 


ment 
reau 
rt of 
grit. 











1907] An Agricultural Bank for the Philippines. 265 


Agricultural credit conditions in the Philippines may perhaps 
be best presented by citing a few extracts from the above-men- 
tioned reports of the treasurers of some of the more important 
provinces. 


Pampanga: What is known as the ‘share system’ . . . 
is in vogue here almost universally. The tenant in some cases 
takes a piece of land and agrees to pay for each balita [2,790 
square meters’ ], if it is rice land, a specified number of cavanes 
[75 liters] of palay [unthrashed rice], or, if it is sugar land, so 
many pilons [loafs varying in weight in the different provinces 
from 57.5 to 92.0 kilograms] of sugar, regardless of the crop 
that may be raised. In some few other cases a certain 
proportion of the crop is paid, which, of course, when crops 
fluctuate, is a more equitable arrangement. The specific amount 
paid or the proportion depends altogether on the assistance 
rendered the tenant in addition to the use of the land. In some 
cases the tenant furnishes all the labor and the owner everything 
else, including seed rice, caribao, implements, etc. In other cases 
the owner furnishes the land and the tenant everything else. 
Between these two gradations are infinite others. I might say, 
however, parenthetically, that in no case does the tenant have 
a fair show. 

Then, there is another system which consists in loaning money 
outright on gilt-edged security at from 25 to 40 per cent. per 
annum. This is the system where the tenant; being possessed 
of nothing but a small tract of land, must seek help from some 
of the wealthier people to cultivate it. He is advanced sufficient 
seed rice for the planting and furnished money or its equivalent 
for such other expenses as are necessary. In every case of this 
kind the rent or toll is not contingent but specific. 

If the season is bad the crop raised may be only sufficient 
to pay the debt due the owner, and, consequently, the tenant is 
practically in bondage, as he must borrow enough rice to tide 
him over to the next season. If it should happen that the crop 
was a failure, then he is in debt to the loaner, who has a mortgage 
or lien on his land for money advanced which he can foreclose 
at any time. Frequently the loaner does not foreclose, but holds 
a sort of a club over the heads of the tenants, who are practically 
in slavery. In general, I should say that the average small 
tenant, either cultivating his own land with assistance or 
cultivating another’s land on shares, gets in addition to his board 


"For native systems of measurement in the Philippines, cf. Census of the 
Philippine Islands, IV, PP. 447-457. 
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and lodging (which consists of rice and a nipa hut) about 10 
per cent. of the crop for his labor." 

llocos Sur: At the present time a great many loans are being 
made on lands and crops, most of them on crops, as it is the 
custom when money is borrowed on land to deliver possession 
of the land until the loan is paid, and as the land owners lose 
the revenue from it during the time it is mortgaged, they think 
a long time before mortgaging it. The rate of interest on loans 
made on crops ranges from 10 to 100 percent. . . . [The 
loans} are generally made on the following terms: A farmer 
desiring a little money goes to some one of the richer men of his 
municipality and sells a part of his crop, at a very low price, 
to be delivered when harvested. The prices paid in these cases 
are generally about 50 or 75 per cent. of what the prices usually 
are at harvest time. The loans above described are generally 
for small amounts, ranging from $10 to $500. 

The larger landowners borrow money from the banks and 
commercial companies in Manila at a fixed rate of interest, 
ranging from 10 to 25 per cent. per annum, which they subloan 
to the smaller farmers on the terms above described.’ 

Cagayan: There is considerable money loaned to farmers 

in this province. The money is not spent for the improvement 
of the land or in the purchase of implements, but to meet current 
expenses of farmers for the year. The rate charged is 50 per 
cent. per annum, or from the time loaned to the harvesting of 
the crop. The Chino [Chinese] merchant gives the farmer 
credit, and for each peso the farmer guarantees to deliver at 
harvest time one fardo [14.97 kilograms] of tobacco of the 
fourth current class, [worth about one peso and a half]. 
The larger companies loan money with the understanding that 
the farmer will sell his tobacco to them, but they charge no inter- 
est. However, it is generally reported by the natives that the 
classification of the tobacco is so arranged by placing part of the 
tobacco in one class lower than where it rightfully belongs, that 
it results in a charge of from 25 to 50 per cent. People loaning 
money claim that the risk of collection is so great that this rate is 
considerably decreased to the creditor. From 30 to 35 per cent. 
of the farmers borrow money on their crops at present.* 

Bulacan: Money is very much in demand here. The interest 
paid is usually from 15 to 25 per cent., in many instances greater. 
The method employed in making loans is‘as follows: A person 


1 Kemmerer, pp. 40, 41. 
*Ibid., p. 37. 
3Ibid., p. 35. 





“m- TH 405 DD Oo wee wee “— 65 wes 


QQ Pr HQ ees 


1907] An Agricultural Bank for the Philippines. 267 


who has a clear title to a piece of property, say valued at 5,000 
pesos, takes such deed, together witha . . . promise to pay 
for 1,500 pesos to be paid one year after date. This man prob- 
ably borrows 1,000 or 1,200 pesos, and at the expiration of the 
note pays 1,500 pesos, when the deed is returned to him.’ 


Although conditions like those just described had prevailed 
in the islands for a number of years, and Philippine laws had 
been for a long time,” as they are at present,’ favorable to the 
establishment of an agricultural bank on private initiative, there 
seemed no prospect of such an enterprise. The risks involved 
appeared great, while the expenses connected with the investi- 
gation of titles and values, and with the collection of annuities, 
in a country so extensive as the Philippines, and possessing such 
inadequate means of communication, were thought to be pro- 
hibitive. Other forces have also been operative in preventing 
private capital from undertaking such an enterprise. Among 
these may be mentioned the uncertain political future of the 
country, the lack of confidence in the Filipino as a laborer, and 
the natural reluctance of capitalists to trust their capital in far 
distant countries under new and unfamiliar conditions at a time 
when home investments are yielding such good returns. 

The demand on the part of the Filipino people for the exten- 
sion of agricultural credit facilities in the archipelago has been 
widespread and persistent. It was frequently heard in Spanish 
times and has found expression in numerous petitions ever since 
the beginning of the American occupation. Henry C. Ide, 
formerly Governor-General of the Philippines, said in his recent 
testimony before the House Committee on Insular Affairs,’ that 
an agricultural bank had been the crying want of the Filipino 
people from the time he went to the Philippine Islands in 1g00 
until the present. “I have never been in a province in the 
islands,” he continued, “where the municipal and provincial 
officials have been gathered together when the first thing that 
they have presented to my attention was not the need for an 
agricultural bank.” The report of the Philippine Commission 

'Tbid., p. 34. 

*Ibid., exhibit D. 


*Cf. Act No. 1459, United States Philippine Commission 
* Hearings of January 10, 1906. 
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for 1906 said,—‘“‘It is believed that no single step can be taken 
that could give greater satisfaction to the general mass of the 
people than the successful inauguration and carrying on of such 
a bank.’ 

Much of this popular clamor is of course of the type so 
often heard in every country, and is made by ignorant and 
irresponsible persons who look upon an agricultural bank as a 
short road to wealth without work; persons who would be the 
last to be granted loans from such a bank if it were established, 
and the last to repay loans if they should receive them. But 
the demand fortunately has been by no means limited to this class 
of people. Many of the strongest advocates of such a bank are 
industrious and reliable farmers, who own their land, and who 
would make excellent customers for any conservatively managed 
bank. 

It was under conditions such as these,—conditions which 
have not greatly improved since—that the Philippine Commission 
passed a resolution on April 13, 1903, instructing the insular 
treasurer to prepare a plan for the establishment of a govern- 
ment agricultural bank. 

In the summer of 1903 the writer went to the islands as 
financial adviser to the Philippine Commission, with particular 
reference to the work of currency reform, and in June, 1904, 
was instructed to prepare the report called for in the above- 
mentioned resolution. A careful study was made of the situa- 
tion in the Philippines, and of agricultural credit institutions in 
other countries. In February 1905 the Report* was submitted to 
the Philippine Commission. Inasmuch as it has been the basis 
of nearly all subsequent discussion and action with reference to 
the extension of agricultural credit facilities in the islands, it 
will be well to outline the principal features of the plan therein 
recommended. 

The position was taken that there was real need for an 
agricultural bank in the Philippines, that there was no immediate 
prospect of such a bank’s being established on private initiative, 
that the Filipino people were not yet prepared to conduct success- 


Vol. I, p. 51. ® Supra, p. 264, note. 
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fully codperative land credit associations, and that an agricultural 
bank financed and administered by the government was 


inadvisable. 

In view of the fact that the Commission’s resolution had called 
for a report on the advisibility of establishing a government 
agricultural bank, and that this type of a bank was in the minds 
of most persons who were urging governmental action, the 
objections to such an institution were discussed in the Report 
at some length.1 Two of the principal ones advanced were: 


(1) It would encourage the already too prevalent proclivity 
of the native population to depend upon the government for 
financial aid and support. . . . Under such a plan the 
government would come to be looked upon as a sort of paternal 
institution, possessing an unlimited amount of wealth upon which 
it placed little value because it was easily obtainable and which 
it was under obligation to loan to the people on easy terms of 
payment. It would be expected to be liberal to the extent of lax- 
ity in collecting its annuities and in otherwise enforcing the terms 
of the loan contract. If it should foreclose mortgages to any 
extent for non-payment of loans, it would be liable to arouse 
popular opposition and to be vituperated for its greed in exact- 
ing unreasonable terms of a poor and unfortunate people, and 
for depriving them of their property to increase its already 
extensive domains. 

(2) Governmental officials are not in position to assume the 
work and responsibility such a plan would entail upon them. 
The work of a provincial treasurer under such a scheme would be 
heavy, and it would involve an amount of investigation into 
the private affairs of the people of his province foreign to the 
work of his official position and detrimental to its efficient per- 
formance. ‘The granting of some applications for loans and the 
rejecting of others would put the government in a delicate 
position. 


An adaptation of the Egyptian plan is proposed in the Report 
as a solution of the difficulty. It seeks to avoid the disadvan- 
tages connected with a purely governmental institution, and at 
the same time to remove largely two of the most serious obstacles 

' Phil. Agric. Bank Rep., pp. 9-11; cf. also Hearings on the proposed Agricul- 


tural Bank for the Philippine Islands before the United States Senate Committee 
on the Philippines, January 30, 1907. 
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in the way of the establishment of an agricultural bank by private 
capital,—viz., large risk and heavy administrative expenses. 

The distinctive features of the Egyptian plan consist (1) in the 
government’s guaranteeing principal and interest on capital 
invested in loans to the fellaheen by an agricultural bank financed 
and controlled by private capitalists and (2) in the government’s 
placing at the disposal of the bank, for the collection of annuities 
and for other minor duties, the service of tax collectors and of 
certain other local officials. Annuities due the bank are paid 
at the same time as the regular land tax, and a small commission 
is paid by the bank to the tax collectors for their services.! 

The plan recommended in the Report to the Philippine govern- 
ment is embodied in a draft bill,” the object of which as set forth 
in the title is “to encourage agriculture in the Philippine Islands 
by granting certain concessions and guarantees to a corporation 
to be known as the Philippine Agricultural Bank, the business 
of which shall be the making of loans to agriculturists in the 
Philippine Islands upon real estate, growing crops, or other 
security duly authorized by this act, for the purpose of enabling 
them to pay off existing debts, to make improvements upon their 
lands, to purchase agricultural implements, farm animals, ferti- 
lizers, and seed, and to make other similar expenditures desirable 
and proper for the advancement . . . of agriculture in the 
Philippine Islands.” 

The bill provides that the bank shall have an authorized capital 
of ten million pesos, which may be increased upon due authori- 
zation from the Philippine Commission.* Advances made by the 
bank are divided into three classes. Loans of the first class 
comprise those, the principals of which shall be between five thou- 
sand and thirty thousand pesos, loans of the second class those 
between two hundred and five thousand pesos, loans of the third 
class those under two hundred pesos. The bill requires the 
bank to treat with especial favor applications for small loans.’ 


'Cf. Report on the Agricultural Bank of Egypt to the Secretary of War and to 
the Philippine Commission, by E. W. Kemmerer, Special Commissioner to Egypt. 
(Manila, Bureau of Printing, 1906. Reprinted in the Report cf the Philippine 
Commission, 1906, I, pp. 645-695.) 

* Phil. Agric. Bank Rep., exhibit A. 

5 Section IV. *Section VIII. 
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There are a number of restrictions upon the character of the 
loans authorized." The bank is not permitted to grant loans 
“except for the purpose of assisting agriculture in the Philippine 
Islands.” No loan of the first or second class is permitted to be 
made except on the security of a first mortgage on real estate 
situated in the Philippine Islands and registered under the 
Philippine land registration act.” No loan of the first class can 
be made except under the written authorization of the secretary 
of finance and justice." Loans of the third class must be secured 
either by collateral of a market value equivalent to twice the 
amount of the loan, or guaranteed by two or more responsible 
persons. No loan of the first or second class can be made to 
an amount exceeding one-half the market value of the property 
mortgaged, or one-half of the assessed valuation of the property 
at the time of the last assessment, whichever shall be the smaller. 

Loans of the first and second classes are not permitted to run 
for a period longer than twenty years, and are repayable by 
annuities covering principal and interest. Loans of the third 
class are repayable in a lump sum and cannot run longer than 
two years.* 

The rate of interest authorized is 10 per cent.,—a high rate in 
the absolute, but a very low rate for real estate loans in the 
Philippines. The bill requires the rate of interest on both new 
and outstanding loans to be reduced on a sliding scale in pro- 
portion as the bank accumulates a surplus.’ 


'Section IX. 

*The Philippine land registration act (Act No. 496 U. S. Philippine Com- 
mission) was passed November 6, 1902. Land registered under this act is given 
an unassailable Torrens title. 

Up to June 30, 1906, there had been 2,467 applications for registration ; of this 
number 814 were received during the ten months ending June 30, 1906. The 
total value of the land represented in all applications for registration since the 
organ‘zation of the Court of Land Registration is said to have been about 
30,00¢,000 pesos, and of this amount nearly 10,000,000 pesos is represented by 
the applications made during the last ten months of the fiscal year 1906. Report 
of the Philippine Commission, 1906, III, p. 6. 

*This provision was incorporated in the enabling act passed by Congress in 
March, 1907. Cf. infra, p. 18. 

*Section XI. 

5 Section XII. 
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In planning an agricultural credit institution for people 
like the Filipino peasants, who are unfamilar with business 
methods and often lacking in foresight and in a_ proper 
appreciation of the importance of meeting business contracts, 
it is necessary to take unusual precautions for the protection of 
the creditor against loss arising from incapacity, negligence, 
or fraud on the part of the borrower. To this end the bill 
contains a specific provision authorizing the bank’ to require the 
payment of the balance due on any loan, on three months notice, 
and in lieu of such payment to foreclose the mortgage (1) in case 
a mortgaged property, either by reason of bad management or 
other cause, deteriorates in value to such an extent as to endanger 
the security held by the bank, and the borrower, upon notice, 
fails either to pay back a corresponding portion of the loan or 
to make such improvements as shall be necessary to protect the 
bank; (2) in case the borrower fails to insure his buildings 
and stores against fire; (3) in case the mortgaged property has 
been alienated inter vivos without the bank’s consent, or, in the 
case of transference by succession, when the person inheriting 
the same fails to accept the conditions of the bank’s loan contract ; 
(4) in case the borrower is unable to prove that he has regularly 
paid the public dues upon his estate; (5) in case the borrower 
fails in any other way to comply with the terms of his loan 
contract. 

The bill seeks to prevent the misuse of funds borrowed from 
the bank—a very real danger in the Philippines—by declaring 
that" when a loan has been granted by the bank, the proceeds of 
which the borrower agrees to use for certain specified purposes, 
they shall not be diverted to other uses, or be subject to any claim 
upon a guaranty, or to any distraint or to any injunction on 
behalf of a third person. Loans granted by the bank, the pro- 
ceeds of which the borrower agrees to use for certain specified 
purposes, become immediately due if the proceeds are applied to 
other uses than those specified in the loan contract. The divert- 
ing of the proceeds of loans to uses other than those specified 
in the agreement is furthermore made a misdemeanor, and, as 
such, renders the borrower liable to fine and imprisonment. 


1 Section XV. ® Section XIX. 
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In order to eliminate the heavy administrative expenses that 
would otherwise be involved in the collection of a large number 
of small loans on the annuity plan, the bill authorizes the bank’ 
(following the Egyptian plan)* to utilize the services of pro- 
vincial and municipal treasurers in the collection of its accounts.’ 
Collections for the bank made by these government officials are 
to be made “as far as practicable at the times when the regular 
taxes are collected.” Compensation by the bank for services 
rendered is to be made in the form of a commission on the sums 
collected. 

The government guarantee provided for in the bill* is similar 
to that of the Egyptian government, except that in the Philip- 
pines the guarantee covers only dividends (or interest as the case 
may be) on capital invested, while in Egypt it covers the princi- 
pal as well.® 

The main provisions of the bill relating to the guarantee are 
as follows :® 


The bank shall add to its gross earnings for the year all sums 
received during the year “in payment of obligations to the bank 
which became due during previous years and were not paid. 
From the total sum so obtained the bank shall deduct (1) all 
expenses of operation for the year; (2) all sums maturing 
during the year and not paid on or before the thirty-first day 
of December. The difference shall be considered . . . to 
be the bank’s net profit . . . for the calendar year in 
question.’ 

From the bank’s annual net profits so computed the bank shall 
set aside a sum equal to four per cent. of its cash paid-up capital 
for the purpose of dividends, shall pay the Philippine govern- 
ment any sums due it on account of advances under the 
guarantee, . . . and of the remainder at least forty per 


'Section XXX. 

*Kemmerer, Report on the Agricultural Bank of Egypt, pp. 28, 29. 

5 All measures for the enforcement of the collection of delinquent accounts 
are to be taken by the bank’s own officials, and not by those of the government 
who are employed by the bank. 

‘Section XXVIII. 

> Kemmerer, Report on the Agricultura Bank of Egypt, pp. 12, 13, 43, 45. 

* Sections XXV-XXIX. 

"Section XXV. 
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cent. shall be credited to the bank’s surplus fund, until said fund 
shall be equal to twenty-five per cent. of the bank’s cash paid-up 
capital,’ ten per cent. shall be paid to the Philippine government, 
and the balance shall accrue to the corporation for dividends, 
or such other uses consistent with law as it may determine upon. 

If in any year during the period of this concession there shall 
be a net loss, or if the net profits, as above computed, shall not 
be sufficient to pay the aforementioned dividends of four per 
cent. upon the bank’s cash paid-up capital, there shall be deducted 
from the surplus fund a sum sufficient, together with the net 
profits of said year, to enable the bank to pay the aforementioned 
dividend of four per cent.; and if the entire surplus fund and 
the net earnings of the year taken together shall not be sufficient 


to enable the bank to pay said dividend, . . . there shall 
be paid to the bank . . . a sum out of the funds of the 
insular treasury, . . . sufficient, together with the surplus 


and the net profits for said year, to enable the bank to pay the 
aforementioned dividend of four per cent. Provided, that said 
guarantee shall at no time render the Philippine government 
liable to the bank for an annual payment greater than four per 
cent. of the par value of the bank’s . . ._ paid-up capital 
stock.’ 


The bill gives the government ample powers of supervision 
and control. Under existing legislation* the Philippine govern- 
ment exercises a supervision over all the banks of the islands 
similar to that exercised over national banks in the United States 
by the federal government through the Comptroller of the 
Currency. In the proposed bill the government is given repre- 
sentatives on the board of directors,“ the bank’s articles of 
association and statutes must be approved by the Philippine 
government before they become operative, and all large loans’ 


‘After a surplus fund equivalent to 25 per cent of the bank’s paid-up capital 
has been accumulated, the amount to be set aside to the credit of the surplus 
fund is reduced from 40 to 25 per cent. The surplus fund up to twenty-five per 
cent of the bank’s paid-up capital is to be invested in certain specified securities. 
Sections XXVI and XXVII. 

*Section X XIX of the bill makes money paid by the Philippine government 
under its guarantee a contingent liability of the bank to the government, subject 
only to the right of the stockholders to receive a dividend of four per cent. per 
annum, and, in case of liquidation, to receive the par value of the bank's paid-up 
capital stock. 

* Acts No. 52 and 556 U. S. Philippine Commission. 

*Section V. 


5 Section IX. 
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and heavy administrative expenses’ require the approval of the 
secretary of finance and justice. 

Such are the principal features of the plan proposed by the 
writer in the winter of 1905. While the above bill has never 
been officially acted upon by the Philippine Commission, the 
general plan therein outlined has been the basis of recommenda- 
tions of that body to the Secretary of War,’ of the recommenda- 
tions of the Secretary of War to the President, and of the 
Philippine agricultural bank act passed at the last session of 
Congress. 

Early in the Fifty-ninth Congress Senator Newlands of 
Nevada introduced a bill* authorizing the Philippine government 
to issue ten million dollars of forty-year bonds to provide funds 
for the establishment of a government agricultural bank. It 
was referred to the Committee on the Philippines and was never 
reported back. Later bills were introduced into both houses 
authorizing the Philippine government to guarantee four per 
cent. interest on the capital of an agricultural bank to be estab- 
lished by private enterprise in the Philippine Islands.“ The 
bill introduced by Senator Lodge in the Senate was passed 

'Section VI. 

*In its report for 1905 to the Secretary of War (I, p. 76) the Philippine Com- 
mission recommended ‘‘ that Congress be asked to authorize the establishment 
of an agricultural bank by private capital, the principal of which shall be guar- 
anteed by the government of the Philippine Islands, and interest at a rate not to 
exceed 4 per cent. per annum, witha limited total amount which the government 
of the Philippine Islands shall be called upon to pay in any single year not to 
exceed $200,000.” In its report for 1906 (I, pp. 50, 51, 73) the Philippine Com- 
mission renewed this recon: mendation. 

The Secretary of War in his report for 1906(I, pp. 89, 81) said : ‘‘ I concur with 
the Philippine Commission, and strongly recommend to Congress the passage 
of an act authorizing the Philippine government to guarantee to a private agri- 
cultural bank a dividend of 4 per cent on $10,000,000. I think that the experi- 
ence of Lord Cromer has been so successful as to justify the making of such an 
effort with respect to Philippine agriculture.” 

’Senate bill No. 3,718. The bill is printed in Senate Document No. 277, vol. 
XXII, 59th Congress, first session, p. 1175. 

‘In the Senate a bill (No. 6,249) was introduced on May 22, 1906, by Senator 
Lodge of Massachusetts, chairman of the Committee on the Philippines ; in the 
House bills (Nos. 23,567 ; 23,937 ; 25,053 ; 25,186) were introduced by Represen- 
tative Cooper of Wisconsin, chairman of the Committee on Insular Affairs, and 


(H. bill No. 25,049) by Representative Garrett of Tennessee, a member of that 
committee, 
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by that body late in the season. On March 3d the Senate bill 
was called up in the House under suspension of the rules,’ and, 
with a few slight alterations which were later approved by the 
Senate, was carried by a vote of 188 to 69,’ a large number of 
Democrats coming to the support of the bill. 

The act* as finally approved by the President March 4, 1907, 
is a general enabling act, and leaves the details of legislation for 
the organization and control of the bank almost entirely to the 
Philippine government. The act authorizes the Philippine 
government to guarantee an income of not exceeding four 
per cent. per annum upon the capital actually invested in an 
agricultural bank organized under the laws of the Philippine 
Islands, all of the loans of which shall be for the purpose of 
assisting persons engaged in agriculture in the Philippine 
Islands. The period of the guaranty is fixed at twenty-five 
years, and the government’s liability under the guaranty is 
limited to $200,000 a year. Money paid by the Philippine 
government to the bank under the guaranty is to be a contingent 
liability of the bank to the government, and to constitute a lien 
upon the net profits of the bank, subject only to the right of 
the stockholders to receive therefrom four per cent. dividends 
per annum, and to the repayment to the stockholders of the par 
value of the bank’s paid-up capital stock, when the bank shall go 
into liquidation. 

Interest charged on loans is not permitted to exceed ten per 
cent. per annum, and no loan exceeding five thousand dollars 
can be made except upon the written authorization of the secre- 
tary of finance and justice of the Philippine Islands. 

No legislation concerning the bank has yet been enacted by 
the Philippine government. Negotiations, however, are at 
present being conducted with American and European capitalists 
through the Bureau of Insular Affairs at Washington, looking 
toward the granting of the concession. 

' Speaker Cannon is said to have been opposed to the bill and to have been 
willing to let it come up only in this way. Nation, March 7, 1907, p. 2IT. 
2 Congressional Record, XLI, p. 4,588. 


’Public Act No. 243, 59th Congress, reprinted in the 1906 Report of the 
Philippine Commission, I, pp. 500 a, 500 b. 
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There can be little question but that the concession will be a 
valuable one if the bank is conservatively managed. As pre- 
viously stated, there is no institution in the Philippines at the 
present time meeting the large and growing demand for agri- 
cultural credit. Over 700 miles of railways are now being 
built, opening up the most fertile regions of the archipelago, 
regions whose resources have heretofore been scarcely touched 
on account of lack of transportation facilities. Titles of regis- 
tered land are perfect, and the best land is rapidly being regis- 
tered. Administrative expenses connected with the making of 
loans and the collecting of annuities will be reduced to a relatively 
low figure by reason of the privilege the bank will possess of 
utilizing the services of government employees. Authority will 
be given to charge a high rate of interest—presumably 10 per 
cent.,—and an income of 4 per cent. will be guaranteed upon the 
capital for twenty-five years. The risk of the principal should 
not be great, because, unlike the case of the Philippine railroads, 
part of which also enjoy a government guarantee, almost no 
fixed capital is required, and such a bank can make a small 
beginning in the best agricultural districts and feel its way into 
other regions as experience shall justify. 

In many respects the situation in the Philippines at the present 
time is similar to that which existed in Egypt about twelve years 
ago. There is the same scarcity of agricultural capital, and the 
same high interest rates. Attempts on the part of the British 
authorities to induce private capitalists to establish agricultural 
banks were then met by the same objections that are so commonly 
heard with reference to the Philippines to-day. Every suggest- 
tion of an agricultural bank for the loaning of capital in small 
sums to the Egyptian peasantry was met by dismal prophesies. 
“The fellaheen were incurably thriftless.” “The money bor- 
rowed would be squandered.” “There would be many bad 
debts.” “The bank would be compelled to foreclose a large per- 
centage of its mortgages.” “The political future of the country 
was uncertain,” etc., etc. 

How ill founded were these pessimistic views is shown by 
the following facts: 
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In 1894 the Egyptian government took the matter in hand by 
making some advances of seed to the fellaheen to be paid for 
after the harvest... The experiment was successful and later 
small advances of money were made, under like conditions and 
with like success.2 In 1898 the National Bank of Egypt was 
established. One of the main reasons which induced the 
government to assent to the creation of this bank was its desire 
to facilitate the extension of agricultural credit facilities among 
the fellaheen. The agricultural credit operations of this bank 
assumed such proportions by 1902 that a separate institution, 
the Agricultural Bank of Egypt, was organized to take care of 
them.* From June, 1902, to March, 1907, the paid-up stock 
and debenture capital of the Agricultural Bank of Egypt 
increased from £1,250,000 to £7,240,000. In December, 1905, 
the bank’s outstanding loans numbered 185,530, the average 
size of the loans being about £32.° In spite of this large number 
of small loans there have been no bad debts,® foreclosure pro- 
ceedings have been carried through in only four instances,’ 
liberal dividends have been paid,” a substantial surplus has been 
accumulated,’ and the common stock is now quoted at a pre- 
mium of 65 per cent."* The Egyptian government has never 
been called upon to pay a cent on its guarantee. Interest rates 
on agricultural loans have been reduced throughout Egypt, and 
the bank has been of untold benefit to the Egyptian fellaheen. 

It is hardly to be expected that an agricultural bank in the 
Philippines will be able to show such a remarkable record during 
the first few years of its history as has the Agricultural Bank 
of Egypt. It could fall far short of that record and still be a 
success. Egypt has several important advantages over the 
Philippines for which allowance must be made in con- 
paring the two countries, as for example, the richness of her 
soil, the compactness of her territory, and the relative certainty 


‘Kemmerer, Report on the Agricultural Bank of Egypt, p. 8. 

*Ibid., p.9. *Ibid., p, to. ‘*Ibid., p. 11. ‘Ibid., p. 15. ‘%Ibid., pp. 22, 23. 

TIbid., pp. 24, 25. 

8 The rates paid on the common stock for the four years the bank has been in 
operation have been 4, 6, 74, and g per cent. respectively. 

* Ibid., p. 60. 

10 Investors’ Monthly Manual, August, 1907, p. 463. 
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of her water supply. When due allowance, however, is made for 
these advantages, the situation would seem to justify one in 
interpreting the remarkable success of the Agricultural Bank 
of Egypt as presumptive evidence of a favorable outcome of 
the experiment about to be made in the Philippines. 


E. W. KEMMERER. 


Cornell University. 








GEORGE WASHINGTON IN THE FEDERAL 
CONVENTION. 





CONTENTS. 


Washington’s influence throughout the country, and the commonly ac- 
cepted statements of his part in the convention, p. 280; why he took no part 
in the debates, p. 282; James Madison the leading spirit in the convention, p. 
283; Washington in accord with Madison’s views, p. 284; how his influence 
was probably exerted, p. 285. 


T has always been a matter of surprise and comment that 
George Washington took no active part in the proceedings 
of the convention that framed our Federal Constitution. The 
only explanation offered is that he was president of that body 
and thereby felt himself restrained from taking part in the 
debates. The one occasion when he ventured to modify this 
attitude of non-participation was the well-known instance on 
the last day of the Convention’s sessions. The Constitution 
was engrossed and was about to be signed. Gorham, of Mas- 
sachusetts, moved as a last amendment that instead of limiting 
the number of members of the House of Representatives to one 
for every forty thousand inhabitants, it should be made one for 
every thirty thousand. As Washington rose to put the question, 
he said, “that although his situation had hitherto restrained him 
from offering his sentiments on questions depending in the 
House, and, it might be thought, ought now to impose silence 
on him, yet he could not forbear expressing his wish that the 
alteration proposed might take place,” and in a few words more 
he gave his reasons. Madison notes that “this was the only 
occasion on which the President entered at all into the discussions 
of the Convention.” Surely here is sufficient justification for the 
statement, so commonly made, that Washington “confined him- 
self strictly to the duties of a presiding officer.” 
When the War of the Revolution had resulted in the recog- 
nition of the independence of the United States, George Wash- 
ington was not merely the most prominent, he was the most 
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respected and the most influential person in this country. As 
commander-in-chief he had experienced at first hand what most 
men only knew more indirectly, namely, the intolerable inefficiency 
of the old government. His correspondence in the years that 
intervened between his retirement from the command of the 
army and the calling of the Federal Convention reveal his 
thorough appreciation of the inherent defects in the government 
under the Articles of Confederation, and his belief in the neces- 
sity of radical measures to remedy those defects. Although 
extremely reluctant to serve as a delegate at Philadelphia, and 
in spite of a first formal declination of his appointment, he was 
finally induced to accept, because he was persuaded by the opin- 
ions of his friends from all parts of the country that his attend- 
ance was essential to the success of the Convention’s work. A 
good argument, it is true, might be made on the other side, 
that his presence alone was sufficient; but when we remember 
the traits in Washington’s character that rendered him capable 
of accomplishing so much: first, what Jefferson called “pru- 
dence,” but which we should better understand if we termed 
it “carefulness in judgment”; and, second, the determination, 
which carried through in spite of all obstacles and opposition the 
decisions that were thus reached,—when we remember these and 
the strength of his convictions as to the defects and the remedy 
for those defects in the Articles of Confederation, it is inconceiv- 
able that he should have remained an interested but impassive 
spectator of what was taking place in the Federal Convention, 
or that he should have been content with impartially presiding 
over its proceedings. 

Inspired apparently by some such method of reasoning and in 
the absence of any available evidence, historical writers have been 
forced to draw upon their imaginations in order to ascribe to 
Washington the credit that must have been his due. Irving, 
in his Life of Washington, sweepingly asserts, “his well known 
opinions influenced the whole.” President Woodrow Wilson 
more guardedly observes: “No mere parliamentarian could have 
given that anxious body such steadiness in business or such grave 
earnestness in counsel as it got from his presence and influence 
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in the chair.” These are reasonable conjectures and no exception 
to them need be taken, but one does protest against the abuse of 
the privileges of the literary historian that results in such a 
statement as is to be found in Lossing’s Life of Washington, 
that “his opinions, concurrent with those of Hamilton, were 
firmly and strongly expressed, and had great influence.” It 
is not in an effort to overthrow this belief in Washington’s 
influence upon the formation of our Constitution, but in an 
attempt to give it some tangible support by considering a gener- 
ally disregarded line of evidence that the present paper is 
conceived. 

By his position in the chair, Washington was undoubtedly 
restrained from taking an active part in the debates of the Con- 
vention. Perhaps it would be better to say, he was relieved from 
such a course, for no one was more reluctant than he to partici- 
pate in formal debate or to deliver a speech of any sort. Yet, 
if the occasion demanded, as the instance cited clearly shows, 
Washington could and would disregard the ordinary methods 
of procedure and express his opinion on the proposal before 
the House. It would be absurd to assume that Washington’s 
views were always in accord with those of the majority of the 
delegates, and hence that there was no necessity for his participa- 
tion in debate. He could not foretell in many instances what 
would be the outcome of the vote, and in several cases, as will be 
shown, his opinions were in opposition to those of the majority. 
It would not seem, however, to be an unwarrantable inference 
that, when the sentiment of the Convention upon important ques- 
tions was in doubt, Washington did not feel called upon to 
break his silence, because his arguments and ideas were already 
voiced by others and,—in his opinion, at least,—more cogently 
than he himself could have expressed them. This construction 
of Washington’s silence becomes more probable in the light of 
another fact. For three whole weeks—from May 30th to 
June 19th—the important work of the Convention was carried ' 
on in a Committee of the Whole House. During these com- 
mittee sessions, Gorham was in the chair and Washington was 
on the floor. It was then that the Randolph resolutions were 
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under discussion, that is, when the determining principles of 
the Constitution were being considered, and yet not a word was 
heard from Washington. There can be but one interpretation 
of this, and it was expressed by Luther Martin in The Genuine 
Information delivered to the State of Maryland relative to the 
Proceedings of the General Convention, held at Philadelphia in 
1787. In deprecating the dominating influence of the large 
States as determined by the resolutions of the Committee of the 
Whole, he says: “The Honorable Mr. Washington was there 
on the floor, in the same situation with the other members of 
the Convention at large, to oppose any system he thought injuri- 
ous, or to propose any alterations or amendments he thought 
beneficial. To these propositions so reported by the committee, 
no opposition was given by that illustrious personage, or by the 
president of the state of Pennsylvania. They both appeared 
cordially to approve them, and to give them their hearty concur- 
rence.” 

To determine what were Washington’s views upon the various 
questions that came before the Convention would be impossible, 
but our problem is a simple one, namely, to find out with whose 
views he was in sympathy, and fortunately the answer is plain. 

James Madison was undoubtedly the leading spirit in the Fed- 
eral Convention, indeed, it is possible to go farther and declare 
that he was the master-builder of our Constitution. This is 
not an over-valuation of his services caused by the fact that 
his teport of Debates in the Federal Convention is our only sat- 
isfactory account of those proceedings, for Madison lays no 
undue emphasis upon the part he himself played. Nor is it 
intended to belittle the invaluable services of many other dele- 
gates. But when one studies the writings of the Confederation 
period, and in the light of our subsequent knowledge tries to 
discover in how far the men of that time appreciated the actual 
condition of affairs; and when one goes farther and seeks to 
learn how wise were the remedies they proposed, not as philo- 
sophical speculations but as practical measures in keeping with 
the historical development of our country and with the genius 
of our institutions,—Madison stands preéminent. His were the 
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ideas that in the main were embodied in the so-called Randolph 
resolutions,—which from this point of view would be more cor- 
rectly known as the Virginia Plan,—and which formed the 
basis of the Constitution as it was finally adopted. His import- 
ance in the Convention itself is best described, perhaps, by one of 
his fellow delegates, William Pierce of Georgia, in those inter- 
esting Sketches of the Characters who composed “the wisest 
Council of the World”: 

“In the management of every great question he [Madison] 
evidently took the lead in the Convention, and. . . . he 
always comes forward the best informed Man of any point in 
debate. The affairs of the United States, he perhaps, has the 
most correct knowledge of, of any Man in the Union.”? 

Madison is the one with whose views Washington was in the 
closest accord. This is clearly revealed in the correspondence 
between them preceding the meeting of the Convention in Phila- 
delphia, and it is strikingly confirmed by a bit of evidence in 
Madison’s notes of the debates. As is well known, voting in 
the Convention was by states, the majority of the delegates in 
each determining the vote of that state. In a number of 
instances, when recording the votes on various questions, 
Madison has noted the votes of individuals within certain state 
delegations, evidently to explain the vote of the state, or because 
he thought it important to show the attitude of particular per- 
sons, On certain questions of importance. Six times Washing- 
ton’s vote is thus recorded, once in the sessions of the Committee 
of the Whole and five times in the regular sessions of the House.? 
On one other occasion, in a vote in the Committee of the Whole, 
Madison notes, “General Washington not consulted.”* The 
first thing that impresses one is the fact that Washington did not 
regard his position in the chair as restraining him, when occasion 
demanded, from voting just as any other delegate on the floor 
of the Convention. But more important for the present argu- 
ment is the fact that in every one of these instances, with a 
single exception, Virginia’s vote or the vote of the whole Con- 

‘American Historical Review, iii, 331. 


*Gilpin, Papers of James Madison, pp. 783, 1211, 1316, 1388, 1564-5. 
3 Ibid. 827-8. 
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vention was against the side of the question supported by Madi- 
son; and in every instance, with a single exception again, Wash- 
ington and Madison voted together. In the one case in which 
they voted on opposite sides—on the question as to the exclusive 
originating of money-bills in the House of Representatives— 
Madison is particular to note with regard to Washington: “He 
disapproved, and till now voted against, the exclusive privilege. 
He gave up his judgment, he said, because it was not of very 
material weight with him, and was made an essential point with 
others, who, if disappointed, might be less cordial in other points 
of real weight.” 

The evidence is so plain and the conclusions are so obvious 
that comment would be superfluous. Not only have we been 
able to establish fairly conclusively that Washington allied him- 
self in general with the large States or National Party in the 
Convention, but it is also fairly certain that he supported Madi- 
son’s views in particular. Inasmuch as Madison was such an 
able advocate, it is readily understandable in view of all circum- 
stances that Washington should have been content with giving 
his support. Whether his support amounted to anything beyond 
the simple casting of his vote, must remain a matter of conjec- 
ture. As we have seen, Madison evidently laid considerable 
stress upon this particular form, but Washington could have 
accomplished much more had he cared to do so. Many contem- 
poraries bear witness to the importance of Washington’s influ- 
ence upon the people at large in favor of the new government, 
through the mere fact of his having been a member of the Con- 
vention and his name being attached to the Constitution. And 
there is sufficient evidence to establish his great influence within 
the Convention itself: He was called to the chair by the unani- 
mous voice of the delegates; Luther Martin showed, in the 
passage from his Genuine Information that has been cited, how 
much importance he attached to Washington’s attitude upon 
certain questions; Gouverneur Morris once veiled a threat that, 
if certain things were intended, Washington “would pretty 
quickly leave us”;' and in the case of the proposed change in 


'See Documentary History of the Constitution, vol. iii, p. 645. 
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the ratio of representation, although it had been a matter of 
serious disagreement before, when advocated by Washington, 
it was passed unanimous'y without further discussion. His was 
evidently a name to conjure with, and it would be against all 
human nature if the men with whom he sided did not make 
the most of that fact. If Washington were willing to exercise 
his personal influence as opportunity was given in intercourse 
with the delegates, he could have accomplished much. At the 
time of greatest pressure, the daily sessions of the Convention 
were only from ten o’clock in the morning to four o’clock in 
the afternoon. There must have been much of informal dis- 
cussion outside of these hours as the delegates met in the rooms 
of one or another of their number. From Washington’s diary 
we know that he frequently called upon various members of the 
Convention, sometimes to dine, sometimes only to take tea with 
them in the afternoon. At other times there were semi-formal 
gatherings—they might almost be termed caucuses—of particular 
parties or groups. Certainly before the Convention had formally 
organized Washington did not hesitate to express his opinion 
when the delegates were together. Gouverneur Morris, in his 
Oration upon the Death of Washington, cites such an instance. 
It was when a sufficient number of delegates had not yet arrived 
to form a quorum and in the general uncertainty many were 
afraid of radical measures through fear of alienating the people, 
but Washington took a decided stand in favor of a form of 
government that they themselves could approve, no matter what 
might be the outcome. 

Surely it is not an unreasonable assumption, that as oppor- 
tunity was afforded Washington expressed his opinion and, in 
a perfectly proper way, exerted his influence in favor of measures 
in which he so heartily believed. It is even possible that he went 
still farther and in his position as presiding officer, consciously 
or unconsciously, influenced the decisions of the Convention. 
An amusing anecdote by Pierce’ indicates the respect amounting 
almost to awe inspired in the delegates by his manner in the 
chair, and another, but not well authenticated story shows how 


1 American Historical Review, iii, 324-325. 
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this influence might have been exerted to determine the course 
of proceedings in accordance with Washington’s views.’ 

But even if one is not willing to go to the extreme just sug- 
gested, it would seem to be fairly well established that Washing- 
tor: favored a strong national government; that in the Federal 
Convention he aligned himself with those who were carrying 
out a definite policy; and that he and Madison worked in har- 
mony. Madison’s views were the most influential in the framing 
of the Constitution and, just as we ascribe no small part of the 
success in bringing about the ratification of that constitution to 
the factor of Washington’s support, it is hardly too much to 
add that Washington’s influence, however it may have been 
exerted, was important and perhaps decisive in determining the 
results within the Federal Convention itself. 


Max FARRAND. 
Stanford University. 


1 The story in question is related by one William Steele upon the authority of 
Jenathan Dayton. It was first made public in 1826, receiving rather wide circu- 
lation in the newspapers of that time, and was reprinted in 1850 in the Mew 
York Observer and Littell’s Living Age. The point of the story lies in Hamilton’s 
opposition to Franklin’s motion for the reading of prayers when the Convention 
seemed likely to break up before the adoption of the ‘‘ great compromise.” 
Incidentally Washington is pictured as frowning his dislike and beaming his 
approval of the sentiments that were uttered. 
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SINGLE piece of freak legislation now and then and an 
isolated instance of corruption here and there have been 
made by the public the occasion of placing a low estimate upon 
the intelligence and integrity of all state legislators. The truth 
justifies no such judgment. On the contrary, the legislators of 
the various states are as a class keen, bright, honest men who 
have been successful at least in a small way in business or profes- 
sion. They are for the most part inexperienced in legislative 
work, have had no special training for it, and have had no 
opportunity to give legislative problems any study. They have 
been hurried through a political campaign, have hastily 
arranged their business affairs for the winter’s absence, and find 
themselves in their seats at the capitol with only the most vague 
and general ideas as to their duties. 

The party leaders stand ready to help in legislation, but they 
represent temporary partisan principles rather than permanent 
public interests, and their help may well prove a hindrance. 
Aside from these leaders the average legislator is wholly without 
assistance. He is ignorant of the existing law and procedure; 
knows little of economic principles; has had no experience in the 
use of legislative forms; is unskilled in the accurate use of 
legal phraseology. Worst of all, he knows nothing of legislation 
elsewhere and can profit not at all by the experience of other 
states and countries. He is ignorant as to all these things not 
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because he is an ignorant man, but because his knowledge is of 
other things. 

But withal he is probably a better legislator than the technical 
lawyer or the visionary scholar. Common sense is better than 
knowledge too special in its scope, and the ordinary legislator’s 
very ignorance of detail gives him a clearer perspective than 
either lawyer or scholar and better enables him to solve legisla- 
tive problems; provided always, however, that he can have 
impartially presented to him accurate facts and sound principles 
of legislation. 

The problem with which each legislator is confronted is not 
asimple one. The difficulty of the legislative problem constantly 
and rapidly increases as social and economic conditions become 
more complex. Indeed the needs of society have become so 
varied that a political legislature unassisted is well nigh help- 
less to meet them. Yet the member of the modern legislature is 
expected to legislate upon subjects arising out of modern complex 
conditions: first, in proper legislative form; second, in simple 
language to be understood by laymen, but with definite legal 
significance; third, in a manner consistent with existing law and 
procedure; fourth, in a manner embodying sound economic 
principles; fifth, without violation of party or personal pre- 
election pledges; sixth, without coming into conflict with consti- 
tutional limitations, state or federal. 

The average legislator cannot be corrupted. There is danger, 
however, that he may be misled to form wrong judgments on 
questions before him. Indeed the lobbyist who depends for 
success upon direct attack upon the integrity of the legislators 
would be considered a crude bungler. The successful lobbyist 
must be intelligent, tactful, pleasing, and frank. The task before 
him is to get into the legislative mind a set of facts and sugges- 
tions that will lead to results favorable to his interests without 
letting the legislator realize the source or purpose of the knowl- 
edge or suggestion. The legislator then lacks neither integrity 
nor general intelligence. What he does lack is a source from 
which he can obtain complete information and _ intelligent 
unbiased suggestions on legislative topics. He needs, too, 
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assistance in putting his measure into proper form. To be this 
source and to render this assistance is the function of the legisla- 
tive reference department. 

The Wisconsin legislative reference department is the pioneer 
among the departments instituted by the various states. It 
is under the control of the free library commission of Wisconsin; 
the president of the state university, Charles Van Hise, the 
secretary of the state historical society, Reuben G. Thwaites, the 
state superintendent of public instruction, C. P. Cary, are all 
ex officio members of this commission. In addition there are two 
other members appointed by the governor for a term of five years 
each. So constituted, the commission is nonpartisan and no 
politics has ever crept into the legislative department. 

The department at Madison does not maintain an extensive or 
expensive library. There is in the city a complete state law 
library, a large state historical society library, the state university 
library, and the city library. A book found in one of the other 
libraries in the city is not duplicated in the legislative reference 
library unless it has a direct bearing upon legislation and would 
be in constant demand. It is rather made available by being 
indexed and by an arrangement to transfer it temporarily to the 
legislative library when it is needed. Arrangements have also 
been made to temporarily procure books from other cities and 
even from other states. 

It is a primary purpose to make the library the depository of all 
kinds of documents relating to the legislation of the other states, 
of the federal government, and of foreign countries. It is to be 
remarked that the legislative problems before all civilized com- 
munities are essentially similar. Everywhere are problems 
growing out of crime and pauperism; marriage and divorce 
problems; problems relating to hours of labor, child labor, and 
wages; various problems connected with the relation of labor 
and capital and the rights and duties of both; problems arising 
out of insurance, inheritance, taxation, and the regulation of 
public service corporations. What the legislator needs to know is 
what efforts other communities are making to solve these problems 
and how they are succeeding, so that good measures may be 
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adopted from other communities and failures need not be 
duplicated. 

Prior to each session a special effort is made to get copies of 
every law on every subject which is likely to be legislated upon 
at the current session. All data bearing upon the success or 
failure of the legislation enacted in other states and countries are 
also collected. If a measure has failed or has been repealed, the 
reasons for the failure or repeal are sought. If it has been suc- 
cessful, its provisions are carefully studied and analyzed with a 
view to their adaptibility to local needs. 

Books are not always nor often up to date on current legisla- 
tion, and hence letters, legal briefs, and articles and clippings 
upon legislative subjects are carefully collected and classified. 
Experts, including both university men and men of practical 
experience, are asked to make criticism and comment upon exist- 
ing legislation. A store of critical data has been thus collected. 
Every effort has been made to so classify and arrange material 
as to render it quickly accessible and to place it in such form 
as to make it understandable to the man who desires to make a 
hurried study of any question. 

What is wanted is not so much an exhaustive study of a subject 
as a concise presentation of it. A mass of material which might 
be of great value to the university man with leisure to go into a 
subject in a scholarly way would be in too much detail to be of 
use to the legislator in his hurried view of the same subject. 
One of the problems in collecting the material is to keep it concise 
and to prevent it from growing to unnecessarily large proportions. 

The department in its work carefully avoids any appearance 
of influencing legislation. The prerogative of the legislator to 
make laws is carefully guarded. No legislation is even sug- 
gested by the department. It does no drafting whatever except 
at the request of a legislator. The legislator must first know 
what he wants and can then go to the department for help. It 
originates no legislative ideas whatever, but places itself in a 
position to aid in working out and improving the legislator’s 
ideas. 

It has been suggested that a partisan or corrupt department 
might do incalculable harm. So might a partisan or corrupt 
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court. But as the very existence of the department is dependent 
upon the legislature and its continued appropriations, corruption 
would speedily spell extermination. 

At the head of the department is Dr. Charles McCarthy. He 
is a graduate of Brown University and has a Ph.D. degree 
from the University of Wisconsin. He has a knowledge of 
constitutional and common law, is a close student of political 
science and economics, and is familiar with legislative forms 
and with legislation throughout this country and Europe. He 
has, moreover, rare tact in dealing with the men with whom he 
comes in contact. 

There is under him a cataloguer who not only knows indexing, 
but knows enough of law, economics, and legislation to classify 
and index intelligently the great variety of material which this 
department is constantly collecting. 

Another assistant is a close student of social and economic 
conditions and well fitted to do research work. This assistant 
each year writes a number of valuable bulletins upon the ques- 
tions likely to interest legislators. 

During the last session of the legislature three lawyers were 
engaged in drafting bills, consulting with legislators, and in 
studying and briefing legal questions connected with legislation. 

Dr. McCarthy lectures at the University of Wisconsin upon 
practical legislation. His students, mostly graduates, do exten- 
sive research work under his direction and give to the department 
the results of their work. These students are also drafted in as 
assistants during the legislative session and do valuable work for 
members of the legislature. 

This department makes every effort to bring the legislators 
into contact with the university professors who are dealing with 
subjects parallel to those legislated upon. Inquiries as to con- 
stitutionality are referred to the law school men. The engineer- 
ing department of the university is called in when questions 
as to water power, dams, drainage, and similar subjects are 
before the legislature. The agricultural department is consulted 
on such questions as Canada thistles, bovine tuberculosis, and 
all scientific phases of practical agricultural subjects. The 
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opinions of the men in the departments of economics are sought 
in regard to legislation along the line of taxation, regulation 
of public service corporations, and similar subjects. 

The recent Wisconsin public utility law has been pronounced 
by some to be the most complete law providing for regulation 
of public service corporations ever enacted. The department 
actively assisted in drafting the law, and a brief account of the 
method pursued with reference to this measure would give an 
excellent idea of the methods employed in the department. 

Well along in the session some of the members of the com- 
mittee having in charge the subject came to the conclusion that 
no bill before the legislature adequately dealt with the regulation 
of public utilities. Three of the committee came to the legisla- 
tive department and after stating the situation made the request 
that the department assist in drafting a complete law providing 
for the regulation of public utilities. ; 

The department at once detailed one of the lawyers employed 
in the department as draftsman. Prof. John R. Commons, of 
the University of Wisconsin, who had long been a student of 
questions relating to public utilities and who had made extensive 
investigations in America and abroad, was called in for consulta- 
tion and placed himself at the service of the committee. Several 
conferences were held and the general plan of the bill which the 
legislators desired was mapped out. The draftsman, Prof. 
Commons, and the committee then began the work of drafting 
the bill. They first made a study of all legislation bearing upon 
regulation of public service corporations. The Interstate Com- 
merce Act, the Massachusetts law regulating gas and electric 
light plants, the existing New York legislation, and also the 
proposed New York public utility law were given special atten- 
tion. The railroad commission law of Wisconsin enacted two 
years previous was made the basis of the new law so far as 
the procedure was concerned, and the railroad commission created 
by the former law was given jurisdiction of public utilities. The 
decisions of the various courts relative to regulation of public 
service corporations were studied. Wherever possible language 
which had been construed by the courts was used. In some 
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cases a phrase or word was used only after an exhaustive study 
of decisions lasting several days. Experts in various parts of 
the country were consulted as to special features and their sug- 
gestions carefully considered. When a complete draft of the bill 
was made it was printed. The department sent copies of the 
bill to every man who was supposed to have any special knowl- 
edge of the subjects or any feature of it. Copies were sent to 
University men, to practical experts, to managers and superin- 
tendents of public utilities, to lawyers and judges, and to mayors 
and aldermen of various cities. All were asked to comment 
upon and criticise the measure. Many financially interested 
responded in a disinterested manner with valuable suggestions. 

The joint committee of the two legislative houses then held 
public hearings at which the fullest opportunity was given for 
arguments and suggestions. 

The representatives of the legislative reference department 
were present at these hearings, as were also Prof. Commons and 
other university men. All arguments advanced before the com- 
mittee were taken in shorthand, and a typewritten report later 
became a part of the records of the reference department and 
was also used by the committee in their executive sessions, 
The facts stated, court decisions cited, and economic principles 
advanced by those making arguments upon the hearings were 
subjected to careful verification. After the hearings closed, 
the committee took up in detail all suggested changes. Each 
suggestion was subjected to close scrutiny. Arguments pro and 
con were considered and weighed. Some suggestions were 
accepted and incorporated into the measure, many were rejected. 
Special attention was given to every suggestion of unconstitu- 
tionality and no claim that injustice would result from any 
feature of the law was ignored. 

A somewhat unique situation thus developed. Here were 
legislators, experienced draftsmen, eminent economists of the 
university, high-priced legal counsel and experts representing 
special interests affected, state and city officials, as well as public- 
spirited lawyers and other citizens interested in behalf of the 
public, all centering their efforts and contributing their best 
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thought toward the framing of a single law. That such a situa- 
tion developed was in a large degree due to the legislative refer- 
ence department. 

The law is as yet untested. It would seem, however, that the 
results of such a centering of thought ought to be good, and the 
practical operation of the law will be watched with interest. 

The work of the Wisconsin department has been accomplished 
at a surprisingly small expense to the state. The department 
began operation five years ago upon an annual appropriation of 
fifteen hundred dollars, covering all salaries, wages, purchases 
and current expenses. The appropriation was raised to twenty- 
five hundred in 1903 and to forty-five hundred in 1905. 

That the small investment produced good returns is evidenced 
by the fact that the legislature of 1907, a few days after it con- 
vened, made an appropriation of five thousand dollars to cover 
the expense of special work during the session including the 
drafting of bills. Later in the session the annual appropriation 
was raised to fifteen thousand dollars. 


M. S. DupGEoN. 
Madison, Wisc. 
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HE issue of the Quarterly Journal of Economics for August, 
1906, contains an article by Walter F. Willcox, entitled 
“The Distribution of Immigrants in the United States.” The 
purpose of that article is to confute the popular idea in regard 
to the tendency of immigrants toward the large cities of the 
United States. The conclusions reached are so widely at vari- 
ance with the accepted notions on the subject that they chal- 
lenge attention and justify a careful investigation into the lines 
of argument by which they are reached. The following paper is 
the result of such an investigation and is offered in the hope that 
the discussion therein contained may be of some slight assistance 
in arriving at a true understanding of this important matter. 
It is based directly on Prof. Willcox’s article, and we will at 
once proceed to review the main points touched upon by Prof. 
Willcox and seek to determine how far his contentions are made 
good. 

From a large number of quotations he deduces the following 
five points as defining the gist of public opinion on the matter in 
question : 

“T. The foreign-born population of the United States has a 
stronger tendency toward cities than the native population. 

“II. This tendency is much stronger among recent immigrants 
than among those who entered the country (United States) a 
generation ago. 

“III. It is much stronger among illiterate immigrants than it 
is among those who can write some language. 

“IV. This tendency is disadvantageous to the immigrants and 
an economic and social danger to the United States. 
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“VY. The evil results of this tendency are so great as to neces- 
sitate the creation of agencies, Federal, State or private, to 
counteract or correct it.” 

In the consideration of point I, the author gives first the 
evidence on the popular side of the question, namely, the figures 
from the Report of the Industrial Commission showing that in 
1890, in the 124 cities having a population of at least 25,000, the 
foreign-born were 29.2 per cent. of the total population, while in 
the rest of the United States they were only 10.6 per cent. In 
1900 in the 160 cities of like size the foreign-born were 26.4 per 
cent., and in the rest of the United States 9.4 per cent. But these 
figures include the whole United States, and the author claims 
that they do not represent the case fairly because “the South is 
mainly rural and also comparatively unattractive to the immi- 
grant.” Accordingly he leaves out the South and counts the 
North Atlantic, North Central, and Western Divisions, and by so 
doing secures figures which are more favorable to his contention, 
though the classification in this second set of figures is so dif- 
ferent from that in the former that the two can not be closely 
compared. Counting all cities above 2,500, we find 25.1 per cent 
of the population foreign-born and in the country districts 12.7 
per cent. These figures, while not as extreme as the previous 
ones, would still be taken as prima facie evidence of a tendency 
toward city life twice as strong among the foreign-born as among 
the native-born. But Prof. Willcox claims that such a conclu- 
sion is erroneous and calls attention to the different conditions 
under which the two classes begin life in the United States. The 
native arriving in the United States by birth usually begins life 
in the country, while the foreigner almost always begins his 
American life in a city. To prove this point many figures are 
adduced with which we have no fault to find. This fact, he 
claims, should be carefully considered when estimating the 
tendency to city life. 

To contradict the idea that immigrants tend to stagnate in 
the cities on the Atlantic seaboard, the author then goes on to 
show that at least 80.9 per cent. of the foreign-born in the United 
States had left the city of arrival at the time the census of 1900 
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was taken. At least seven in ten of the immigrants arrive in 
New York City, so the crowds of immigrants found there at 
any time, he says, are no evidence of a tendency to stagnate 
there. His conclusion, then, in regard to point I is that, taking 
all these facts into consideration, there is no evidence of a greater 
tendency toward cities among the foreign-born than among the 
native-born. Let us examine his argument and see how far it is 
conclusive. 

In the first place, the fact is admitted that the ratio of foreign- 
born to total population in the cities of the whole United States 
is almost three times that in the rest of the country. But Prof. 
Willcox says that in fairness we must exclude the South from 
this computation on the ground that it is “mainly rural” and 
“comparatively unattractive to the immigrant.”” Why, we ask, is 
it unattractive to the immigrant? Is it because of climate? This 
seems hardly probable, for the climate of the South is more 
like that of the countries from which many of the immigrants 
come than is that of the North. The trend of immigration 
throughout the history of the world has always been toward 
more southern countries. There must be some positive reason 
to direct the course in the opposite direction. Is the South 
unattractive to the immigrant because it is “mainly rural’? 
If so, the question is begged at the outset. If there is some other 
reason, the validity of the argument demands that it be produced. 
Furthermore, in comparing the tendency of native-born and 
foreign-born to city life, is it fair to arbitrarily exclude from 
the computation one great section of the native-born who are by 
preference mainly rural, and would alter the general average 
very considerably in favor of the country? It hardly seems so. 

But the crux of Prof. Willcox’s argument on this point is the 
fact that nine-tenths of the immigrants enter the United States 
at a city of 100,000 or more, whereas the majority of the native- 
born begin life in the country. But this can hardly be considered 
a just comparison. The significance of the author’s point may 
be briefly expressed as follows: Suppose nine-tenths of the 
immigrants enter in cities and only two-fifths of the native-born 
begin life in cities. If, when the census is taken, nine-tenths of 
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the foreign-born and two-fifths of the native-born are found 
living in cities, it shows, according to the argument, no greater 
tendency toward city life on the part of the former than of the 
latter. On the other hand, any decrease in the proportion of 
foreign-born in the cities is clear evidence of a greater relative 
tendency toward the country. 

Such a conception of “city tendency”’ does not appear to be 
sufficiently vital to be given much weight in determining the 
effect of foreign immigration on the United States. The above 
argument might be employed to show that foreigners do not tend 
to migrate from rural to urban localities; but it can not be used 
to show that they do not tend to stagnate in cities. The problem 
is one of congestion, not of migration. The point which it is 
important for us to determine is whether or no the change of 
location which the immigrants experience on coming to the 
United States leads those aliens who naturally belong to the rural 
population to settle in cities in a larger proportion than do the 
country-born of our native population. Whether or not an 
immigrant belongs to the rural population depends not on his 
point of arrival in the United States, but on where he starts from 
when he comes here. If a peasant from a little village in Italy 
comes to this country and ten years later is found in a city, it 
is evidence of a tendency toward the city; it makes no difference 
where he landed. Statistics upon this point are unfortunately 
not to be had. We must rely on general information and 
the statements of investigators. Very important testimony is 
furnished by M. René Gonnard in his recent book, L’Emigration 
Européene au X1Xe Siécle. In discussing the future of emigra- 
tion from the European point of view, he considers as funda- 
mental the predominantly agricultural character of the emigrants. 
Such sentences as these are numerous: “II faut se rappeler 
d’autre part que si, dans un grand nombre de pays, |’émigration 
est surtout le fait des classes rurales, dans Royaume-Uni elle est 
le fait de toutes les classes sans exception. * * * * Ce 
qu'il importe de retenir, c’est que, presque seule, 1’Angleterre 
pouvait soutenir une émigration considerable sans le concours 
des classes rurales” (pp. 24-25). But later he shows that even 
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in the United Kingdom the amount of emigration varies with the 
agricultural nature of the locality, the order being Ireland, 
Scotland, England (p. 38). 

Speaking of the German emigration, he says, “D’abord elle 
est essentiellement rurale” (p. 99). “Aussi bien nous l’avons 
vu, c’etait en Allemagne |’élemént rural qui fournissait les gros 
contingents de l’émigration” (p. 126). Of the Italians, he says, 
“Toutes les provinces italienne qui donnent a l’émigration le plus 
fort contingent, sont des provinces essentiellement agricoles: 
ainsi se verifie une fois de plus la remarque que nous avons faite 
a propos de |l’Allemagne, que les masses émigrantes sont des 
masses rurales” (p. 190). Poland, he says (p. 275), being more 
industrialized than Russia, does not furnish the materials of 
emigration to such an extent as do the rural classes of the latter. 
Quoting from an Austrian economist, Count Mailath, he says of 
the impoverishing effects of Austrian emigration, “ces effets 
funestes se font sentir surtout dans l’agriculture” (p. 280). 

Mr. Broughton Brandenburg in his book, “Imported Ameri- 
cans,” mentions fearing that a town of 5,000 people “would be 
much too large a community to yield the typical country family 
such as we had found made up the great mass‘of Italian immi- 
grants.” Miss Emily G. Balch in her articles on “Slav Immi- 
gration at its Source” states that “the life from which the 
emigrant mostly comes is the old peasant life,” and later in 
speaking of the separate races she makes it clear that they come 
mainly from agricultural districts.’ 

In so far as the immigrants found in cities are in a merely 
temporary and transitional stage, it is quite admissible that their 
presence there is no evidence of a tendency to stagnate. But this 
applies only to cities which are points of arrival. As soon as 
the immigrant leaves the city of his arrival Prof. Willcox’s 
argument loses its weight, and the foreigner’s destination then 
determines his tendency toward city or country. 

In considering this point we will make use of Prof. Willcox’s 
own figures. He demonstrates that by the time the census of 
1900 was taken, 80.9 per cent. of the foreign-born had left the 


* Charities, 1906, Jan. 6, p. 440; Feb. 3, p. 597; Mar. 3, p. 835; May 5, 
p. 171. 
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port of arrival. Let us call the fraction four-fifths. If the 
tendency to city life of the native-born and foreign-born were 
equal, leaving out of account those in the city of arrival, the 
ratio between the foreign-born in cities and the total foreign-born 
would be to the ratio of native-born in cities to total native-born 
as 1 isto 1. Making allowance for the one-fifth of the foreign- 
born who are still in the city of arrival, the ratio would be about 
11 tog. It is in fact 28 to 10. This reckoning supposes that 
all of the one-fifth remaining in the city of arrival are in transi- 
tion and will eventually be evenly distributed. In fact in 1900 
the number of foreign-born in the ports of arrival was over twice 
as large as the total immigration for the preceding three years, 
so that not over one-half of them could fairly be considered as 
in transition. 

The next point that our author discusses is the claim that the 
tendency toward city life is more pronounced among recent 
immigrants than it was among those of a generation ago. His 
line of argument is as follows. If this claim is true the census 
figures for 1900 should show a greater proportion of the total 
foreign-born population in the cities than was found there in 
1890. They do show exactly this. But Prof. Willcox suggests 
that this may be due to the general tendency of all classes to 
gather in the cities. A better basis of judgment, says he, would 
be a comparison of the ratio of foreign-born to total population 
in cities and in country in 1890 and in 1900. In that period 
there was a slight decrease in the ratio of foreign-born to total 
population in the whole United States. Prof. Willcox holds that 
if the immigrants of that period had been more inclined to the 
cities than those of the previous period, the decline in the ratio 
of foreign-born to total population in the cities should be less 
marked than in the ratio of foreign-born to total population in 
the country. In fact the reverse is true. The decline is more 
marked in the cities, showing, says Prof. Willcox, a decreased 
tendency to mass there. Taking the three districts that he has 
chosen to use, he shows that “in the North Atlantic division the 
proportion’ of foreign-born in the cities of 100,000+ was 2.9 


' The word ‘‘ratio’’ might be used more accurately throughout this passage. 
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times as great in 1890 and 2.8 times as great in 1900 as the 
proportion in the country districts of the same division at the 
same time; in the North Central division the proportion in large 
cities in 1890 was 2.4 and in 1900 2.2 times that in the country 
districts; in the Western division the proportion in 1890 was 
1.8 times and in 1900 1.6 times that in the country districts.” 

These figures seem to be strong evidence of a decreasing 
tendency toward the city. But there are several serious faults 
to be found with them. In the first place, they do not hold good 
for the whole United States. In 1890 the ratio of foreign-born 
to total population in cities of at least 2,500 in the United States 
was 2.86 times as large as the ratio in the country. In 1900 it 
was 2.91 times as large. For cities of at least 100,000 the ratio 
was 3.61 times as large as for the country in 1890. In 1900 
it was 3.66 times as large. 

It is a peculiar fact that while the United States taken as a 
whole thus shows an increase, each of the five divisions taken by 
itself shows a decrease. That this is possible the following 
hypothetical case will show.’ The table shows the supposed 
movement of population in a country made up of two divisions, 
A and B, in the decade 1890 to 1900. Thus division A shows 


A. B. Total. 

Foreign-Born Population ....................- 2 I 3 
Or errr 100 2 102 
ee GE FOR MIO o onc ci ccccecccccccees 2 50 3 
POCGID-OCH POSGIAHON ....... 6 cc icccscscec de I 39 40 

OO Fe I ook sc aivicadedeccccdcusccoseues 10¢ 100 200 
Pee GO, FORCE GO coon ccc cccccccccccce 1 39 20 


a decrease of foreign-born from 2 per cent. to I per cent., and 
division B a decrease from 50 per cent. to 39 per cent. But 
the whole country shows an increase from 3 per cent. to 20 
per cent. The difficulty lies in the disproportionate importance 
given to insignificant numbers by this kind of reasoning. 

In the second place, it is not admissible to compare percentages 
which are based on different numbers. The foreign-born popula- 
tion of cities is much larger in proportion to the total population 
than that of the country. Hence a given number of individuals 
in the city composes a much larger per cent. than the same 


‘For this example I am indebted to Dr. F. R. Fairchild. 
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number in the country. Changes which are quite proportionate 
in the total population do not produce proportionate results in 
the percentages. Take a simple example. Suppose in 1890 you 
have a city population of 50 foreign-born out of a total popula- 
tion of 100, or 50 per cent., and a country population of 50 out 
of a total population of 500, or 10 per cent. During the decade 
the foreign-born population remains stationary and the native- 
born population doubles in both city and country, which indicates 
no change in the city tendency of either the foreign-born or 
native-born. Then in 1900 you have a foreign-born population 
of 50 out of 150, or 33.33 per cent. in the city, and 50 out of 950, 
or 5.26 per cent. in the country. This shows a loss of 16.67 per 
cent. in the city population and 4.74 per cent. for the country; 
or if one attempts to use the figures proportionately the foreign- 
born city population has apparently decreased a third and the 
country population about a half. Or, following the author’s 
method, the city population in 1890 was 5 times as large, in pro- 
portion, as the country population, and in 1900, 6 times as large. 
But, however the figures are used, the results are absolutely 
without value, for they all show a change of some kind, whereas 
by the supposition there has been no change whatever in the city 
tendencies of either the native-born or the foreign-born. And 
when the attempt is made to multiply or divide sets of figures 
obtained in this way it simply complicates the difficulty. It is 
evident then that while percentages of total population may be 
used broadly, as in the discussion of point I, to show certain 
general relations, they are wholly untrustworthy for close com- 
parisons and computations such as these. 

The simple and rational method to determine the point in 
question is to find what per cent. of the total foreign-born popula- 
tion are living in cities at one date and compare it with the per 
cent. of total foreign-born population living in cities at another 
date. In 1890, 61.4 per cent. of the foreign-born in the United 
States were in cities of at least 2,500; in 1900, 66.3 per cent. 
This shows a change in distribution between country and city, in 
favor of the city, of 4.9 per cent. of the total. If it is desired 
to know whether this change is greater or less than the corre- 
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sponding change of the native-born, secure exactiy the same data 
for the native-born and compare the two. In 1890, 31.4 per 
cent. of the native-born were in cities of at least 2,500, and in 
1900, 36.1 per cent., a change in distribution of 4.7 per cent. of 
the total. Of the total foreign-born population in the United 
States, 4.9 per cent. more were in the cities in 1900 than in 1890; 
of the native-born 4.7 per cent. This should be sufficient proof 
that the foreign-born are going to the cities more than the native- 
born, especially when it is borne in mind that a loss of 4.9 per 
cent. out of a rural foreign-born population of 38.6 per cent. is 
much more significant than a loss of 4.7 per cent. out of a rural 
native-born population of 68.6 per cent. 

The figures given in the article, then, can hardly be depended 
on to show what they seem to show. But even if the figures 
were accurate, they would not prove the point conclusively, as 
Prof. Willcox himself recognizes owing to the fact that, as he 
proceeds to show, the foreign-born population in 1900 had been 
in the United States a longer time on the average than in 1890, 
and so a larger per cent. of those who were eventually to reach 
the country had had time to get there. The year 1890 came at 
the close of a period of large immigration; the year 1900, at 
the close of a period of small immigration. This will be made 
evident by a glance at the following table: 


IMMIGRANT ARRIVALS AND DEPARTURES OTHER THAN CABIN.’ 


Year. Arrivals. Departures. Year. Arrivals. Departures. 
1880 457,257 1896 343,267 

1881 669,431 1897 230,832 

1882 788,902 1898 229,299 130,857 
1883 603,322 1899 311,715 127,761 
1884 518,502 1900 448,572 137,499 
1885 395,346 1901 487,918 158,160 
1886 334,203 1902 648,743 168,648 
1887 490,109 1903 857,046 206,577 
1888 540,889 1904 812,870 323,591 
1889 444,427 1905 1,026,499 334,943 
1890 455,302 132,254 1906 1,100,735 282, 
1891 560,319 139,398 

1892 579,063 151,404 

1893 439,730 135,495 


18904 285,631 190,840 
1895 258,536 216,665 


* Report Commissioner-General of Immigration, 1906, pp. 43 and 56. Figures 
missing for 1896 and 1897. 
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The eleventh census found a larger number of foreign-born 
who had been in the United States a short time than did the 
twelfth census. Hence a comparison of the two years is not 
conclusive. Another important element of which Prof. Willcox 
takes no account, barely mentioning it once in the course of his 
article, is the large number of foreigners who return to their 
native land in times of industrial depression here. I believe it is 
Miss Claghorn who has styled the Italians the safety-valve of 
our labor market. These departures always bear a higher ratio 
to the arrivals in times of depression than in times of prosperity. 
A list of the departures is included in the above table. The 
figures do not go back of 1890, so we can not tell how numerous 
were the departures in the previous years. For our purposes 
it seems best to take only the non-cabin passengers as most nearly 
representing the class we are dealing with. Subtracting the 
departures from the arrivals, we find a gain of foreign-born 
of 323,048 in 1890; 41,871 in 1895; 98,442 in 1898, and 183,954 
in 1899. If these departures were evenly distributed between 
city and country dwellers, they would make little difference in 
the reckoning. But, while there are no figures to prove it, it 
seems wholly probable that the great majority are from the 
cities. The foreigner who leaves in a period of industrial 
depression is the laborer who finds himself out of a job, not the 
agriculturalist who has established himself on a piece of land, 
or the farm laborer, the demand for whose labor is not largely 
dependent on industrial conditions. So this large proportion 
of departures undoubtedly cut down the foreign city population 
just previous to the census of 1900. Just what the showing 
would be if we had the figures for the years immediately preced- 
ing 1890 can not be definitely stated. But we are safe in con- 
cluding that we should find a much slighter diminution in the 
foreign city population from this cause than in the last years 
of the following decade. At any rate it is clear that conclusions 
based on the census figures for 1890 and 1900 in regard to the 
foreign-born city population are untrustworthy. 

Accordingly the author takes up another line of argument. 
The last census reported 201,128 foreign-born in the United 
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States whose residence here was given as less than one year. The 
reports of the Bureau of Immigration show that 431,501 immi- 
grants were admitted to this country in the twelve months pre- 
ceding the date of the census. Increasing this number by 14.2 
per cent., which the author has decided upon earlier in the paper 
as the proper proportion to be added to represent the unreported 
immigration from Canada and Mexico, we have a total of 
492,000 immigrants admitted in the year ending June I, 1900. 
This number is more than twice as large as that reported by the 
census. The only reason for the discrepancy which Prof. 
Willcox offers is that the missing number is included in the mil- 
lion odd foreign-born whose length of residence was not reported. 
Taking the number which was reported, the author estimates 
what proportion of them entered in the cities of various sizes 
and compares it with the number of foreign-born of less than 
one year’s residence who were found im the seaboard cities at 
the time the census was taken. By this means he shows that at 
least four-fifths of those arriving in New York City and three- 
fifths of those arriving at other seaboard ports had left the 
port of arrival; more than a quarter of the total arrivals were 
found within six months in some city of over 25,000, not a sea- 
board city; and that more than half of the total arrivals were 
found in the country districts. This, he claims, proves “with a 
conclusiveness hitherto unattainable that the congestion of the 
foreign-born in our large cities, particularly the seaboard cities, 
is in no sense an evidence that the arrivals linger or stagnate 
there.” 

This is perhaps the most direct piece of evidence in the article, 
but there are two grave faults to be found with it. First, a set 
of figures which admittedly covers less than half of the units in 
question and is arranged in groups simply by an estimate, even 
though a careful one, and which moreover applies to only one 
fiscal year—such a set of figures is too incomplete and uncertain 
to serve as the basis for a conclusive proof of anything, parti- 
cularly of a statement which is contradicted by common observa- 
tion and by other lines of investigation. Secondly, it seems very 
probable that the unreported and unreckoned half of the arrivals 
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for that year were in fact in cities to a much larger extent than 
in the country. The individuals whom the enumerators had 
difficulty in finding would not be those in the thinly settled 
country districts, where their arrival would be noted by their 
neighbors, but those in the densely crowded sections of the sea- 
board and other large cities, where they were surrounded by a 
host of others of the same race. 

These figures are based on table 29 of the derivative tables 
in the 1900 census reports. A little further study of this table 
reveals a state of affairs quite detrimental to Prof. Willcox’s 
whole line of argument. Figures are given of the number of 
foreign-born in the cities of at least 25,000, and of the cities 
under 25,000 and the country districts, arranged according to 
their length of residence in the United States. Reducing these 
figures to percentages of the total population of each group, we 
have the following results :— 


Of the foreign-born who have lived in the United States the 
specified length of time the following per cent. were found in 
cities of at least 25,000: 


Residence in Less 
years. than r I 2 3 4 5 6-9 10-14 15-19 Over 20 


Per cent. ... 45.7. 52.7 56.2 57.4 569 59.2 566 57.2 50.7 45.4 

Thus we see that with increased length of residence in the 
United States there is a general increase in the proportion living 
in cities until the group 15-19 is reached, when there is a decided 
falling off. The evidence of the figures is not absolutely con- 
clusive on account of the large number of foreign-born whose 
length of residence was unknown, but as far as it goes it is 
diametrically opposed to the author’s whole contention that the 
foreign-born in cities are merely transients there because they 
landed there, and that if they are given time enough they will 
get out. When the length of residence exceeds fifteen years it 
refers not to the present generation of immigrants, but to the 
previous one, and the showing in this respect is also quite 
contrary to Prof. Willcox’s argument. 

As an example of the location of the recently immigrating 
races in the United States, the author chooses the Italians. 
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From the census figures and the reports of the Bureau of Immi- 
gration he shows that in the decade 1890 to 1900 the increase in 
the Italian population of the United States was numerically equal 
to 46.2 per cent. of the current of Italian immigration for the 
decade. Applying this per cent. to the city of New York, he 
finds that an increase at the same rate would have made the 
Italian population of the city in 1900, 341,134. It was 145,433 
or somewhat over one-third. This the author takes as an 
evidence of lack of city proclivities among the Italians, or at 
least of lack of tendency to stagnate in the city of arrival. To 
this argument we have two potent objections. First, that it is 
unfair to take the percentage of increase for the whole United 
States as a measure of the increase of New York, for the reason, 
as we have already pointed out, that the urban population is 
much more mobile than the rural population. In times of 
industrial depression—and the decade in question was one of 
them—it is not the Italian on a Connecticut farm who goes home, 
but his fellow-countrymen in the subways and sewers of New 
York. A large number of those who were lacking in the 
metropolis were doubtless back in Italy. 

Furthermore, when it is considered that 96.3 per cent. of the 
supply of Italians for the whole United States enter through the 
port of New York and that after a decade of immigration, the 
closing years of which were ones of small immigration, one-third 
of the entire increase was found in New York City, we hold 
that this is evidence of a decided tendency to stay there. In other 
words, the figure on which Prof. Willcox reckons the per cent. 
of increase for New York City is virtually the same as that on 
which he reckons the per cent. of increase for the whole United 
States. If the Italian population of the whole United States has 
increased by 46.2 per cent. of 651,893, it is hardly to be expected 
that the population of New York City would have increased by 
46.2 per cent. of 627,736, even if they did land there. We are 
not considering the claim that all the immigrants stay in the city 
of arrival. 

If the type method is to be followed, a good way to determine 
the relative tendency toward cities of the older and more recent 
immigrants will be to take types of each class and compare them. 
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Prof. Willcox has chosen the Italians as a type of the newer 
immigration. The Germans will serve as a type of the older. 
In 1900 there were 484,027 persons of Italian birth in con- 
tinental United States. Of these 296,040 or 61.2 per cent. 
were living in cities of at least 25,000. At the same time there 
were 2,663,418 Germans in continental United States, of whom 
1,297,474 or 48.7 per cent. were in cities of the specified size.’ 
To be sure, the Germans had been in this country longer than the 
Italians, and a little allowance must be made for this, but cer- 
tainly this alone could not account for so great a diversity. 

Finally, the author quotes figures published by the Census 
Office showing that the urban population of Italian birth 
increased from 1890 to 1900 by 176 per cent. In the same 
period the rural population increased by 150 per cent. This, 
he says, is no evidence of a special tendency toward city life of 
the Italians when the point of entry and the general rush to the 
city are considered. On this point all we can do is to take issue 
squarely with the author’s view. These figures certainly show 
that the urban Italian population is growing more rapidly than 
the rural, and that if the same thing were to continue decade 
after decade, we would inevitably have a congestion of Italians 
in the cities. That it is due to the conditions of arrival rather 
than to a personal preference on the part of the immigrants does 
not alter the outcome from the point of view of expediency for 
the country. The arrival in cities and the rapid growth of cities 
are parts of the conditions that we are discussing and are elements 
in the tendency toward city life which has not yet been disproved. 
To cite them as explanations for that tendency does not 
ameliorate the evil results. 

In regard to point III, Prof. Willcox states that the evidence 
on either side is very slight, but that what there is—and he 
adduces figures for the cities and country of New York State— 
is in favor of the cities. To this no objections are to be offered, 
and the point is of minor importance at best. 

The article concludes with the statement that as evidence on 
the first three points is lacking, the last two fall to the ground of 
themselves. 

‘U.S. Census Reports, 1900, Derivative Tables 61 and 91. 

21 
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Summing up the entire article, it would appear that the main 
conclusion that we can fairly draw therefrom is that there is no 
special, innate preference in the heart of the immigrant for city 
life, but that the disproportionate number of foreign-born in the 
cities is due to the conditions of arrival. To this we reply that 
the personal preference of the immigrant is in itself a matter of 
no importance to the economic and social life of the United 
States. The stern fact which remains unshaken is that in 1890 
61.4 per cent. of the total foreign-born population were in cities 
and in 1900, 66.3 per cent. 

As for the seaboard cities, an idea of the progress of affairs 
may be gained from the following figures: From 1890 to 1900 
the foreign-born population of the whole United States increased 
by 11.8 per cent. The foreign-born population of New York 
City increased by 98.5 per cent., that of Boston by 26.4 per cent., 
that of Philadelphia by 9.6 per cent., while Baltimore shows a 
decrease of I percent. And in considering all these comparisons 
it must be emphasized at the risk of tediousness that the census 
of 1900 was taken at the close of a period of slight immigration 
and comparatively numerous departures. If the figures could be 
taken now, when the immigration for the single year 1906 
almost equalled the total immigration for the half decade 
1895-99, and the immigration for the two years 1905-06 exceeded 
it by 753,585, the showing would probably be vastly different. 
The foreign-born city population is growing, and whether it is 
composed of the same individuals for year after year is a matter 
of slight importance. Undoubtedly there is a great change in 
the personnel of our foreign city settlements. But it is by no 
means certain that new immigrants make better citizens for our 
great cities than those of longer residence. With these facts 
before us it is hard to convince oneself that the actual, practical 
tendency of the foreign-born toward city life is not excessive, 
and that the resultant conditions are not a matter worthy of 
thoughtful consideration. 


H. P. FarrcuH vp. 
Yale University. 








NOTES. 


Florida Finance in the Civil War. After a rather sad expe- 
rience with banks in her Territorial days, Florida was without any 
chartered institutions of the kind until the later 50’s. In 1853 
the legislature passed a general banking law, largely copied from 
the Free Banking Law of New York. 

According to the provisions of this law and subsequent amend- 
ments, any person or association of persons for the purpose of 
banking might transfer to the comptroller public stock of the 
United States or of any state, or the bonds of any railroad, county, 
city, or town bonds of Florida issued for internal improvement or 
school purposes, or gold or silver, and for such transfer, receive 
notes therefor ranging in denomination from $5 to $100 to be 
circulated as money. No company could begin business until 
$100,000 of securities had been deposited, and no individual with 
less than $50,000. Upon the failure of any bank to redeem its 
notes on demand the comptroller was to announce that he would 
redeem all such out of the proceeds of the stock in his hands and 
the bank’s funds.t A law of 1859 required the agents of foreign 
banks to redeem their notes in specie, but this law was not to be 
operative on any agency until six months after a bank had been 
established within fifty miles of it.? 

About two years after the passage of the general banking law 
a charter was issued to the Bank of the State of Florida at Talla- 
hassee. The capital was to be $500,000 in shares of $100 each. 
Debts, exclusive of deposits, were not to exceed double the capital 
paid in. Before any dividend was paid 3 per cent. of the net 
profits was to be set aside semi-annually as a State tax in lieu of 
all other taxes on the capital stock. Three agencies might be 
established in East Florida and three in West Florida.* By 1859 
the capital paid in amounted to $130,000.* 

. The Bank of Fernandina was chartered in 1859 with an 
authorized capital of $1,000,000.5 In the course of 1860-1 four 

*Act of Jan. 8, 1853. Laws, 11-22. 

* Act of Jan. 15, 1859. 

* Dec. 14, 1855. Laws, 18-26. 

‘Bankers’ Magazine, xiii, 903. 

*Jan. 19, 1859. Laws, 86 et seq. 
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other banks were chartered with authorized capitals ranging from 
$100,000 to $1,000,000, but none of them ever materialized. 

Besides the chartered banks there were in 1860 ten private banks, 
and by June, 1861, the number had risen to thirteen,* but they 
did not take advantage of the banking law and the State had no 
connection with them. The capital of the Bank of Fernandina 
never exceeded $100,000. In December, 1859, the two banks had a 
circulation of $200,000 and $50,000 of specie on hand. Between 
June, 1860, and April, 1861, the Bank of the State of Florida 
increased its capital from $130,000 to $300,000. 

Another kind of currency common in Florida at the outbreak of 
the Civil War was “railroad money,” commonly spoken of as 
change bills. The largest of these that has come to the notice of 
the writer was $3, the smallest $1, though it is clear that smaller 
denominations were common. They were not legal tender, but 
were paid out by the railroads to any who would take them in 
discharge of their obligations, and in turn were “receivable in 
payment of all our dues.” Just when the railroads began to issue 
these bills is not clear; they continued to circulate for a good part 
of the war and for some time after it closed. 

Some of the cities had been in the habit of issuing change bills 
for local use, but it is not known to the writer whether any of them 
were circulating in 1861 or not. The Library of Congress has one 
of 6% cents issued by Appalachicola which probably belongs to this 
date. 

When the State withdrew from the Union in 1861 it faced a 
grave financial situation. Owing to large arrears of taxes the 
receipts at the treasury had hardly balanced expenditures. Besides, 
a large amount of bonds, about $500,000, had been issued under the 
act of 1856 for the benefit of internal improvements. Now the 
extraordinary expenses consequent upon a war had to be met. 

To do this and to supply a circulating medium, five days after the 
ordinance of secession was adopted in convention, tHe legislature 
provided for the issue of treasury notes. In denomination they 
were to range from $1 to $100 and the total issue was limited to 
$500,000. These notes were a legal tender in payment of all dues 
to the State and might be used in payment of warrants for sums 
due by the State, but the holder of such warrants was not obliged 
to receive them. After January, 1862, no person, company, or 
corporation was to be allowed to issue bills of less than $5, change 


* Bankers’ Magazine, xv, 54, 956. 
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bills of railroads excepted. The notes of solvent banks and 
agencies which received the treasury notes at par were receivable 
by the revenue officers and the tax on such banks was suspended 
so long as they continued to receive the notes at par. Banks 
refusing to comply with this provision were forbidden to issue 
bills of less than $20 and agencies were debarred from doing 
business in the State. 

The notes were to be issued in sums of $100 or more and were 
redeemable on demand by the treasurer in gold or silver or notes of 
banks complying with this act. If unable to pay, the treasurer was 
directed to give certificates of deposit and pay when able in the 
order of deposit. The holders of such notes were allowed to 
deposit them and receive in exchange bonds of the State bearing 
not more than 8 per cent. and payable in not more than twenty 
years. The State debt of all kinds was limited to $1,000,000." 

The secession convention had adjourned subject to recall by the 
president. In April, 1861, he considered that the exigencies of the 
situation, mainly financial, demanded the recall of that body and 
accordingly issued a proclamation to that effect. 

The public lands of the United States in Florida were considered 
as reverting to the State on her withdrawal from the Union. These 
were now thrown on the market with the provision that nothing 
should be received in payment therefor except gold, silver, or bills 
of solvent banks, acts of the legislature to the contrary notwith- 
standing. As the bonds originally provided for found practically 
no purchasers, 8 per cent. coupon bonds were substituted and the 
amount limited as before to $500,000.° 

The Florida banks were represented in the convention of bankers 
which met at Atlanta and later at Richmond, in 1861, to devise 
means to give financial aid to the Confederacy,’ but they do not 
appear to have given very extensive help. The officials of the 
Confederacy in Florida appear to have deposited Confederate 
funds with the banks, at least with the Bank of St. John’s,’® a pri- 
vate concern located at Jacksonville until the Federal invasion, when 
it fled to Lake City to avoid capture. In January, 1862, the State 

"Feb. 14, 1861. Laws, 43-6. 

*Convention Journal. MS. In office of the secretary of state. Opening 
address of the president at the adjourned session on page 250 gives sub- 
stance of proceedings of the first adjourned session. Also quoted in 
Governor Milton’s message of Nov. 17, 1862. H. Jour., 1862, pp. 22-4. 

*Rerick, Memoirs of Florida, ii. 

* Yulee v. Canova, 11 Fla., 13. 











314 Yale Review. [ Nov. 


Bank had $10,000 of Florida bonds, but these had been issued under 
the act of 1856. It also had $19,500 of Virginia 6’s. There was 
still another item of $125,000 of stock, but its nature was not 
specified. Three South Carolina banks held $180,000 of Florida 
bonds,’? but, from complaints soon to be recited, it is improbable 
that they belonged to the war issue. 

Down to the close of 1861 the banks appear to have been in a 
very sound condition. Their circulation had fallen to $116,252 
and their specie had risen to $55,071. The loans had risen from 
$350,000 in January, 1860, to $424,262. The deposits had shown 
only a slight decline, from $120,000 to $108,606.%* The decline 
in circulation no doubt was due to Confederate and State treasury 
notes. 

Certain laws were now passed to favor the banks during the 
continuance of hostilities. The sale of securities in the hands of 
the comptroller was suspended until twelve months after the close 
of the war. The suspension of specie payments was authorized 
from January, 1862, for the same period. To guard against 
excessive issues quarterly reports to the governor were now 
required. Banks and agencies were allowed to transfer their assets 
and change their places of business to avoid capture by the enemy." 

The sale of the 8 per cent. coupon bonds was not much more satis- 
factory than that of the first issue. Meantime the issue of treasury 
notes had begun, $288,000 of 1’s, $23,758 of 2’s, and $13,362 of 3's 
being put in circulation October-December, 1861.%* Although the 
time within which he could legally reassemble the convention had 
passed, the president considered that the gravity of the financial 
situation was such as to justify extraordinary measures and he 
issued a proclamation for the convention to meet in January, 1862. 

Before the convention assembled the legislature met and took up 
the financial situation. December 16, 1861, the governor was 
authorized to issue treasury notes in denominations ranging from 
$5 to $1,000, the total issue not to exceed $500,000, in order to pay 
the war tax to the Confederate Government and meet other 
expenses. The next day these notes were made exchangeable for 
bonds issued under Ordinance 34 of the convention." 


™ Bankers’ Magazine, xvii, 543. 

*H. Jour., 1862, pp. 286-7. 

* Bankers’ Magazine, xvii, 543. 

* Act of Dec. 14, 1861. 

* Record of Treasury Notes. MS. In vault of the secretary of state. 
* Laws, 28-30. 
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Fractional silver had become so scarce that some modification of 
the law regarding change bills was now recognized as necessary. 
The first step was to authorize the city of Pensacola to issue such 
in denominations of 5, 10, 25, and 50 cents, up to $25,000 in amount. 
_ In addition to the money deposited with the city treasurer in pur- 
chase of such bills, the faith and credit of the city, together with 
the tax receipts, were pledged for the redemption thereof. The 
act was to remain in force until twelve months after the ratification 
of a treaty of peace between the United States and the Confederate 
States, when the city must redeem its bills in gold, silver, notes of 
specie banks, or receive them in payment of dues to the city.*’ 
The last day of the year the clause of the Treasury Note Act 
prohibiting corporations from paying out the change bills of rail- 
roads was repealed.*’ 

When the convention met, the president, in his opening address, 
pointed out the inconsistency between the acts of the legislature 
and the ordinance of the convention regarding the receipt of 
treasury notes in payment for public lands and called attention to 
the failure of the second bond issue. He declared that treasury 
notes were now their only recourse and recommended repealing or 
amending Ordinance 34 so as to allow treasury notes to be con- 
verted into 8 per cent. bonds or received in payment for public 
lands,** and this was done. 

During the fiscal year ending October 31, 1862, notes to the 
amount of $445,767 were received at the treasurer’s office, of which 
$233,000 appear to have been of the new issue to be put in circu- 
lation. These notes were issued under letters A, E, F and G in 
denominations of 5’s, 10’s, 20’s, and 50’s.’® 

In his message to the legislature at the autumn session of 1862, 
the governor recommended that he be given authority to deposit 
funds in solvent banks of neighboring states in order to maintain 
the circulation of the treasury notes outside the State,?° but this 
was not done. Bank notes had now practically disappeared and 
checks were drawn in Confederate or State treasury notes.?? 

More revenue was needed and the necessity was so pressing that 
the original limitation of the debt to $1,000,000 was forgotten and 


* Acts of Dec. 17 and 31, 1861. Laws, 64 and 17. 
* Convention Journal, 250. MS. 

* Rep. of Comp: 1, 8. In H. Jour., 1862. 

*H. Jour., 1862, p. 31. 

™ Bailey v. So. West R. R. Bank, 11 Fla., 278-283. 
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a further issue of $300,000 of treasury notes was authorized. The 
State now proceeded to take charge of the business of supplying 
change and ordered $50,000 of the above sum to be issued in frac- 
tional parts of a dollar. Of the rest, $30,000 was to be in 1’s, 2’s, 
3's, 5's, and 10’s each, $25,000 in 20’s and 50’s each, and $50,000 in 
100’s. Thereafter it was declared unlawful for any person or 
corporation, unless expressly authorized, to issue or put in circula- 
tion change bills of $1 or less under penalty of a fine not exceeding 
$5,000. After ninety days no others were to be paid out or circu- 
lated under a penalty of not more than $1,000.?? 

The amount of fractional bills signed by the governor exceeded 
the sum allowed by $1,084.15,?* but the excess may not have been put 
in circulation. The receipts of notes from all sources at the 
treasurer’s office during the fiscal year 1863 amounted to $802,550, 
besides $13,622 redeemed the previous year and $48,439.55 received 
for public lands during the current year. The account now stood: 


Treasury Notes. 


NOD iio at ccnaeeneseaace $ 500,000 Destroyed .... $ 13,622.00 
“ war tax, ch. 1996, 1008 ..... 233,000 Redeemed .... 48,439.55 

“ under ch. 1337, 1862 ...... 637,000 On hand ..... 382,979.41 

. n oo. | rr 164,000 Circulation ... 1,090,509.24 
ce Pr. re rer $1,535,550 $1,535,550 


In addressing the legislature the governor said that the discovery 
was made early that too many large bills had been issued and that 
there was a great demand for small bills and fractional currency. 
He had had such engraved in lieu of the $50,000 of 100’s and 
suggested that they be paid out only in exchange for 20’s or bills of 
larger denominations.*®> The legislature assented to the change of 
denomination, but not to the contraction of the currency involved 
in the suggestion that they be paid out only in exchange for large 
bills already in circulation.2* Instead, an additional issue of 
$300,000 was authorized for the relief of soldiers, but the sum of 
$48,439.75, which had been redeemed by public lands, was ordered 
to be destroyed by fire.?? 

* Act of Dec. 15, 1862. Laws, 51-2. 

* Record of Treasury Notes. MS. 

“Treas. Rep., 16-18. App. to H. Jour., 1863. The figures are given as 
found without any attempt to make them balance. 

* H. Jour., 1863, p. 23. 

* Act of Nov. 30, 1863. 

* Acts of Dec. 3, 1863. Laws, 56. 
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During the fiscal year 1864, $26,762.70 was redeemed and 
destroyed and $351,090.15 of new bills issued, of which $311,214.72 
was on hand at the close of the year. This left $1,103,622.07 in 
circulation,”* slightly more than at the close of the preceding year. 

The financial loyalty of the State to the Confederacy was put to 
the test. The pledge of public lands for the redemption of the 
State treasury notes put them at a premium over the Confederate 
notes and naturally there was discrimination against the latter. By 
resolution the legislature denounced such discrimination as traitor- 
ous, but did not follow the French Assembly in imposing the death 
penalty. They simply declared, that if any one guilty of the prac- 
tice was exempt from military service, the exemption should cease 
and he should be put in the army at once.?® 

As the relative depreciation of the Confederate notes continued, 
they were about the only currency paid into the State treasury for 
taxes. Governor Milton declared that the system of a double cur- 
rency in practice amounted simply to a loan or endowment each year 
to the Confederate Government to the extent of the State’s revenue 
and that it would be better to appropriate this sum to the Con- 
federacy, rather than continue the evils arising from two currencies. 
He recommended that the State treasury notes be made redeemable 
in Confederate currency, or that no other be receivable for taxes.*® 
The response of the legislature to this was the authorization of 
another issue not to exceed $350,000, for the redemption of which 
the public lands were pledged anew. Corfederate bonds and 
treasury notes in possession of the State were to be disposed of on 
the most favorable terms obtainable.** 

In the last days of the struggle the legislature became as desperate 
and reckless as the French Assembly. In January, 1865, there was 
an issue of $40,000 of 50’s, $120,000 of 100’s, and $190,000 of 500’s, 
and in April, $363,500 of 50’s.*? The size of the denominations 
probably is an index to the depreciation of the notes. The last 
issue was recorded as sent to the governor for signature, but it is 
improbable that all, if any, of it was put in circulation, as this was 
so near the close of the war. 


* Treas. Rep., 1864, pp. 13-14. App. to H. Jour. 
* Dec. 3, 1863. Laws, 54. 

* Message of Nov., 21, 1864. H. Jour., 17-18. 

™ Dec. 7, 1864. Laws, 34. 

“Record of Treasury Notes. MS. 
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The city records of Pensacola for this period have been destroyed 
and nothing has come to my attention which would indicate the 
number of change bills issued, the success attending their circula- 
tion, or the amount redeemed. After the war all the State treasury 
notes were necessarily repudiated as part of an illegal debt. 


DAVID Y. THOMAS. 
University of Arkansas. 


The Opium Policy of the Dutch in the East Indies. The 
American Journal of Sociology for September prints the second and 
concluding instalment of a paper on The Opium Trade in the 
Dutch East Indies, by J. F. Scheltema. The author had in mind, 
in the writing of this paper, the prospective need of some opium- 
policy in the Philippines; indeed, at the time when he wrote, the 
question was, in more or less definite form, before Congress. It 
was evidently the idea of the author to set before the American 
reader the case of Netherlands-India as in many respects a parallel 
one. Now that unreflecting enthusiasm has ceased to be the attitude 
toward the Philippine situation, we are perhaps in the way of seek- 
ing to profit by the experience of others; certainly the early obses- 
sion of many good people that there was a royal (American) way of 
settling all the questions of tropical colonization has somewhat lost 
ground. We are, or at any rate should be, ready now to consider 
the views of anyone who has acted a humane man’s part in a 
similar situation. Mr. Scheltema is such a person, as the brief 
bibliographical note appended to the article indicates; he was born 
in Celebes and was in his youth a colonial functionary. Later he 
was editor of one of the most important newspapers in Java, and 
suffered imprisonment for the expression of pro-native views 
adverse to the Dutch policy. He has also had experience with other 
sections of the East, as war-correspondent and the like, and has 
travelled widely. His words merit consideration. 

It is natural enough that the tone of this article should be hostile 
to the Dutch policy, and it is only fair to take into consideration, 
as a likely source of bias, the peculiar experience of the writer. 
Nevertheless to one who is measurably familiar with the overrated 
Dutch system, particularly that of the so-called “culture-system,” 
the presence of evils sufficient to excite anybody’s wrath is per- 
fectly credible. It appears from this article that the old text and 
motto of the East India Company and its successors has remained 
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regarding opium, as well as other less harmful products, the same: 
a favorable fiscal balance regardless of the dictates of humanity. 
There is scarcely a parallel for general sordidness to the Dutch 
system under the Companies and later: but it was thought that 
recently more liberal views had been harbored by home and colonial 
authorities. The case of opium does not lend support to such 
hopes. Briefly, the drug has been forced upon the reluctant rajahs 
and people, and its use has been industriously promoted and 
extended. Many districts formerly free from the curse have been 
invaded and those where the use of opium is of long standing have 
been virtually flooded. Spasmodic agitation against the system has 
led to various protean changes in the form of the exploitation, but 
the essence of the matter has remained the same. 

It is needless to go into the detail with which the article is loaded; 
but if what is said is true—and despite the allowance that may be 
made in view of the outbreaks of indignation on the part of the 
author, a respectable modicum must be correct—then the reassur- 
ing utterances of some recent writers and the optimistic views of 
the Dutch government must be misleading. For the case of the 
Philippines the article is full of instruction and warning. Cer- 
tainly the attitude in this matter cannot afford to be the purely com- 
mercial one, so characteristic of the Dutch, or the inevitable exploita- 
tion must follow. The author’s assertions that something really 
can be done by a far-sighted and non-mercenary policy are vindicated 
by him through the citation of the case of the Japanese in Formosa. 
With their usual firmness, whatever their ultimate motives, the 
Japanese have struck a blow at the opium-traffic in their island- 
colony, from which it is not likely to recover. The author hopes 
that the American government will, in the interest of humanity, 
emulate and better this example; and that the authorities will not 
fail to allow for that aspect of affairs which the Dutch government 
does not seek to make patent, before they accept any views of the 
Dutch analogy which are designed for foreign consumption. 


A. G. K. 


The Conference on Trusts of the Civic Federation in Chicago 
was an unusual gathering. A number of distinguished men were 
present, including such representatives of capital and labor as Isaac 
Seligman, the New York banker; Samuel C. Gompers, the head 
of the American Federation of Labor; Ex-Mayor Low of New 
York; Former Comptroller of the Currency Charles G. Dawes; 
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Judge Peter L. Grosscup; Mr. Brooks Adams; Professor Jere- 
miah W. Jenks, President of the American Economic Association, 
and the journalists, Mr. Talcott Williams and Mr. Albert Shaw. 
The papers read were, for the most part, excellent, sane and prac- 
tical. The conference ended in adopting carefully prepared reso- 
lutions favoring the establishment by Congress of a non-partisan 
commission to investigate the whole subject of trusts. An espec- 
ially noteworthy feature of the speeches in the conference was the 
unanimity of disapproval of the Sherman anti-trust act and the 
demand for its repeal or amendment. It was recognized that not 
all combinations were against public policy, but that some are 
beneficial, or even necessary, to the interests of the consumer. The 
resolutions ask for a thorough inquiry into the advisability of 
inaugurating a federal license for corporations doing interstate 
business. 


I. F. 








BOOK REVIEWS. 


The Seigniorial System in Canada. A Study in French Colonial 
Policy. By William Bennett Munro; LL.B., Ph.D., Assistant 
Professor of Government in Harvard University. (Harvard His- 
torical Studies, Vol. XIII.) New York: Longmans, Green, and 


Co., 1907—pp. vii, 296. 

The feudal régime in Canada has waited long for an historian, 
and this fact is the more to be wondered at since feudalism in all 
its forms and survivals has been a subject of unremitting attention 
on the part of scholars for half a century. Whoever has read Park- 
man’s brief but masterly sketch or has by chance sojourned among 
the habitants, the “seigniors” and “manoirs” of the present day, 
particularly in the province of Quebec, must often have wished to 
know more of the history and character of the feudal institutions 
that were introduced by the French into Canada and preserved by 
the English administration for nearly a century after the conquest 
of that country. Until the appearance of Professor Munro’s book 
there existed no single treatise that in concise, comprehensive, and 
scholarly fashion met this need of the student and general reader. 
We congratulate the author on the success with which he has accom- 
plished his task. The only portion of his work that seems to fall 
below the high level reached in the earlier chapters is that which 
deals with the period of British control, a phase of the subject which 
might well receive separate and fuller treatment. 

Apart from its own intrinsic merits as a study in feudal institu- 
tions, this book is important in that it throws light on French 
colonial methods and renders it possible to judge more justly, I 
think, than ever before, the strength and weakness of the French 
system. It rounds out our own colonial history in that it presents 
with unusual clearness the social and institutional life across the 
northern border and gives us the opportunity to view ourselves from 
the standpoint of our northern neighbors. Of course other writers 
have given us a similar view-point, but their works, concerned 
rather with the dramatic than the structural aspects of the history, 
have presented results rather than causes and events rather than 
conditions. Furthermore, this book is an important contribution to 
that history of European law in the New World, which still remains 
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to be written. The influence of a primitive environment upon the 
feudal law of France, as represented by the Custom of Paris, is 
equally interesting and important with the influence of a similar 
environment upon the common and statute law of England. The 
outcome of feudalism in Canada is suggestive. Though the 
seigniory became the basal unit of the colonial land-system and 
feudal tenures became firmly established on Canadian soil, the sparse- 
ness of the population rendered seigniorial jurisdiction largely 
unprofitable and brought inevitable failure upon a system that throve 
luxuriously in France. As Professor Munro well and truly says, 
“The chief cause of failure seems to be found in the simple fact 
that private jurisdiction could not, except in a very few cases, be 
made to pay its way.” 

As the result of his investigation Professor Munro has been 
able to correct Parkman and others in a number of important par- 
ticulars and in general to show that the feudal system in Canada 
was shaped in the interest of the habitant, whose welfare, if neg- 
lected by the seigniors, was conserved by the administrative juris- 
diction of the intendant. The colonist was never subjected to the 
droit de chasse and was free from many of the other iniquitous 
seigniorial practices that in France oppressed and degraded the 
peasantry. The banalities were neither odious nor burdensome, 
though they were more than nominal, and the judicial rights, though 
possessed by the seignior as the result of his seigniorial grant, were 
never pushed to extremes. Consequently the Canadian habitant, 
rarely called a roturier or censitaire, stood on a higher level of inde- 
pendence and prosperity than did the feudal tenant in old France. 

Professor Munro’s research has been wide and thorough and his 
bibliography is full and complete. He does not appear to have had 
access to documents outside of Canada and has depended for his 
knowledge of British records upon Brymner’s Archives. This fact 
may explain his reference, twelve times repeated, to papers in the 
“State Paper Office,” a repository that technically ceased to exist 
in 1854 and was actually demolished in 1862. 


CHARLES M. ANDREWS. 
Johns Hopkins University. 
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The Development of Western Civilization. By J. Dorsey Forrest, 
Ph.D., Professor of Sociology and Economics in Butler College. 
Chicago: The University of Chicago Press, 1907, $2 net—pp. 
xii, 406. 


In the scope of a few hundred pages this book proffers an 
“analysis of the significant facts of European social history . 
on the basis of their ethical, economic or political values.” The 
author, like many other students, has sought in history some help 
toward the understanding of the present social conditions in which 
he was directly interested; unlike most others who have pursued 
a similar course he now publishes his views on the history of the 
past. It is hard to judge fairly such a venture. If we judge it by 
the aim and by the profession of principles as they appear in the 
appendix on “Method and scope of inquiry,” we must praise. The 
author writes with clearness and vigor when he writes about social 
history in the abstract, and we could wish that his views might find 
wide circulation and general acceptance. What an immense differ- 
ence there is, however, between profession and realization! The 
reviewer, in putting down the volume, is tempted to echo the 
exclamation of Browning’s character, “I have known Four-and- 
twenty leaders of revolts!” 

The book, in the first place, is ill proportioned. More than half 
of it is devoted to the Middle Ages. The author becomes involved 
in the perplexing question of the origin of the manorial and muni- 
cipal constitutions, and wastes time in the description of varying 
local conditions. When he has once left the Middle Ages he hurries 
through modern and recent history at a breathless pace. Further, 
the gaps between high philosophical abstractions and very matter- 
of-fact descriptions are unbridged, and the connection is often 
obscure. Nor is the transition aided by sentences like the following 
(p. 108, at the beginning of a chapter); “The statement made at 
the close of the last chapter indicates the social-physical develop- 
ment which was correlative with the external social development 
that has been described as the organization of the means of attain- 
ing the ideal social order.” 

In his choice of variant views, and in his interpretation of 
accepted facts the author shows good judgment; he shows also the 
help which he has gained fer his historical work from his socio- 
logical training. One could wish that every student of history 
might have the consciousness of the organic character of society, 
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and the habit of judging every fact as part of a living whole, which 
appear on nearly every page of this book. Mistakes of fact (cf. 
dates on pp. 245, 324) are infrequent, and misunderstanding of facts 
is not so common as one would expect (cf. p. 179, Charlemagne; 
259, importance of English commerce; 330, factors in the industrial 
revolution). 

More serious are some erroneous ideas of the larger processes of 
history. The superiority of economic to political factors as dynamic 
forces (cf. p. 95) is exaggerated. So the relation of agrarian 
unfreedom to politics, as seen for instance in modern Germany, is 
overlooked (cf. p. 310); the decline of German commerce is made 
the cause rather than the result of the lack of a national political 
organization (p. 281); attempt is made to explain the contrast 
between Hanseatic and Italian cities on economic grounds (p. 252) ; 
the decisive importance of England’s insular position on her political 
constitution and so indirectly on her economic organization is not 
realized (p. 314). Another view, which if not yet disproved is still 
unproved, is that by which the character of economic consumption 
is made an active determining force in development (cf. pp. 42, 165, 
196, 236, 251, 326, 350 ff.). 

The book is of value, not because it makes any substantial con- 
tributions to our knowledge of the past, but because it does reiterate 
the reasonable demand that our knowledge of the past should be 
put in such form that it can be used to explain the processes of 
social development, and to illuminate the problems of the present. 

Cc. D. 


The Political History of England. In twelve volumes. Edited by 
William Hunt, D.Litt., and Reginald L. Poole, M.A. Volume 
III. The History of England from the Accession of Henry III 
to the Death of Edward III. 1216-1377. By T. F. Tout, M.A., 
Professor of Medieval and Modern History in the University 
of Manchester. Longmans, Green & Co., 1905—pp. xxiv, 496, 
with three colored maps. 


“Our two main sources of knowledge for medieval history are 
records and chronicles. Chronicles are more accessible, easier to 
study, more continuous, readable, and colored than records can 
generally be. Yet the record far excels the chronicle in scope, 
authority, and objectivity, and a prime characteristic of modern 
research is the increasing reliance on the record rather than the 
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chronicle as the sounder basis of historical investigation” (page 
443). 

Guided by this principle, Professor Tout has written a broad, 
accurate, restrained, and scholarly book. Admirable in its reliance 
on this authority and objectivity of the records, it is, however, a 
book which will appeal to the scholar rather than to the general 
reader. For, while he will indeed find much of interest in the 
volume, it will seem to the reader rather formal. 

In one of his essays, Professor York Powell says that style and 
the needs of a popular audience have no more to do with history 
than with law and astronomy. This is perhaps a more cold-blooded 
view of history than the majority of modern historians would be 
willing to accept, but it expresses the tendency of the new scienti- 
fic methods in dealing with historical material. The difficulty of 
writing history mainly from the records is great, and the results 
obtained are necessarily more rigid and exact than popular in 
character. An evidence of this fact is apparent from time to time 
in Professor Tout’s book, where frequently in the place of an easy 
and measured narrative we find a close approach to simple 
enumeration. Particularly is this the case on pages 280, 316, and 
352 when the progress of events is made to mark time while he 
counts his men; then, roll-call being finished, the procession moves 
on. The continuity thus broken is in a degree maintained by throw- 
ing out a strong sentence at the end of each paragraph to act as a 
pier on which the structure rests. But these are minor points, and 
they do not impair the integrity of the history. 

The work throughout is so well done that, while occasion may be 
found for comment, there is no cause for serious criticism. 
Perhaps most significant is an omission in the consideration of the 
causes of the Hundred Years’ War. It would seem that after 
weighing the various political elements which, in his mind, made the 
struggle inevitable (page 338), the author should have given more 
attention to the commercial aspect of the war. The exchange of 
wines and olive oil from Gascony for fish, hides, metals, and wool 
from England, as well as the supplying of wool as raw material 
to Flanders in return for cloth, was extensive and very profitable. 
This trade was seriously menaced by the French aggressions in 
Flanders and south of the Loire, and its threatened destruction 
certainly should have been estimated as a prominent factor in making 
the conflict unavoidable. 
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One or two other points call for consideration. On page 350 a 
controversy which leads to the formal re-assertion of the principle 
of trial by peers can hardly be called “childish.” 

In connection with the Scotch wars of Edward I., one is disap- 
pointed not to find more mention of the part which the long-bow 
played in them; and there is also an inclination to raise the ques- 
tion whether William Wallace deserves the good character given 
him on page 226. He was all of those things, to be sure, but he 
was a great deal more and worse. On page 184, Eleanor of Castile 
should read Eleanor of Provence. The interpretation of the 
chronicle of Goeffrey le Baker, and of Chandos Herald in rela- 
tion to the battle of Poictiers is new, and should have a diagram 
to indicate the movements of the armies. The description of this 
battle on pages 390-92 is not altogether clear. 

On the other hand, attention should be directed to the broad view 
of the subject which Professor Tout has taken, and which may be 
illustrated by a few characteristic examples. On page 69 he says, 
“the history of these years (1248-1258) must be sought not so 
much in the relations of the king and his English subjects as in 
Gascony, in Wales, in the crusading revival, and in the culmination 
of the struggle of the papacy and the empire.” The justice of his 
estimate of medieval legislation (page 152) is hardly open to ques- 
tion. He says, “but all medieval laws were rather enunciations of 
an ideal than measures which practical statesmen aimed at carrying 
out in detail.”” Then again, to the idea that the Black Death was the 
one great turning point in the social and economic history of 
England, he says, “ a wider survey suggests the extreme improb- 
ability of a single visitation (of the Black Death) having such far- 
reaching consequences” (page 374). The appendix “on authori- 
ties” contains twenty pages of bibliography, eighteen of which are 
taken up with a discussion of the original sources. 

Altogether the scholarship of the work is quite equal to the 
high standard set by the previous volumes of the series. 


CHALFANT ROBINSON. 
Yale University. 


The Working of the Railroads. By Logan G. McPherson, Lecturer 
on Transportation at Johns Hopkins University. New York, 
Henry Holt & Co., 1907—pp. 269. 
Mr. McPherson writes of the history, organization, finance, and 

operation of American railroads; a field so broad that it obviously 

could not be treated in a technical manner within the space limits 
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of the modest volume at hand. But the author’s object in pre- 
senting this work to the public is highly praiseworthy. He believes, 
with the great majority of thinking men, that we are passing 
through a species of national crisis iri which the relations of the 
corporation to the public and of the public to the corporation are 
to be made the subject of drastic examination; therefore, he 
addresses his book to three classes of people: first, those whose 
votes elect legislators and ultimately control legislation; second, 
those in the railroad service who would gain a more extended view 
of its different phases than is afforded by contact with their 
immediate duties; and, third, young men whose studies include 
the transportation industry, many of whom may make it their 
vocation. 

The author therefore treats, first of all, of the transportation 
function, and shows hastily, but thoroughly enough for his purposes, 
the causes and statistics of railroad growth in this country. He 
brings out a point perhaps little appreciated—that, of the early 
railroads, few if any were built primarily with the expectation of 
obtaining profit from their operation. The Baltimore & Ohio was 
built to draw traffic to the city of Baltimore; the Cincinnati South- 
ern, to give Cincinnati an outlet to the South that would be inde- 
pendent of Louisville; the transcontinental roads, that they might 
bind the Pacific Coast to the Union. In many of these roads the 
money first contributed has been lost and some of them have been 
reorganized time and again, but they have nearly always effected 
the desired purpose of developing the regions which they have 
traversed and the communities which they have served. 

In treating of the problems which now confront the railroad 
builder, Mr. McPherson points out that the characteristic of present- 
day new construction is rather to relieve the burden of existing 
lines than to open up new territory, and he shows that the locating 
engineer is rarely able to choose an ideal but must do the best he can 
under the circumstances that confront him. A general view is then 
given of the railroad as an instrument of transportation. This 
is so sketchy that it might perhaps have been omitted from the 
book, and the necessity of filling several pages with a description 
of whistle and bell signals does not appear, in view of the objects 
to be attained. The same criticism of hasty treatment may be 
applied to many other parts of the book, as, for example, the descrip- 
tion and discussion of the departmental and divisional types of 
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organization. The author cites the Pennsylvania as a type of the 
divisional system. As a matter of fact, the Pennsylvania has a 
pretty thoroughly mixed system, the organization below the general 
manager being in the main divisional, while, at the same time, a series 
of staff officers such as Mr. Theodore N. Ely, Chief of Motive 
Power, report beyond the general manager and have a collateral 
responsibility over the work done by men who come primarily under 
the general manager’s authority. The best illustration we know of 
a purely departmental system is that of the characteristic British 
railway organization, where the locomotive chief has responsibility 
and direct authority almost equal to that of the general manager, 
and in many cases reports to no one but his non-technical board 
of directors. But Mr. McPherson has given a correct idea of the 
two types of organizations and has well covered their respective 
advantages and shortcomings. 

The chapter on traffic is of considerable value, not only because 
the author has succeeded in giving a bird’s-eye view in a few chapters 
of a very big subject, but also because he makes it perfectly clear, in 
non-technical language, how hard it is for a railroad manager to 
overcharge his shippers, and how largely rates are based on condi- 
tions over which the manager has no control. This is the kind of 
information which seems likely to do the most good in the present 
state of public temper, when the disposition to believe that corpora- 
tions in general and railroads in particular habitually overcharge is 
based almost entirely on ignorance of certain very essential primary 
conditions. 

In the chapter on accounting and statistics, Mr. McPherson has 
also succeeded well in conveying a good general idea of a large 
matter. Measured off by Greene’s Corporation Finance, which is 
perhaps the best book in existence on this subject, the work is 
superficial, but the chances are that the reader to whom Mr. 
McPherson very properly addresses his work will be able to absorb 
the fundamental principles of railroad accounting quite as easily 
from Mr. McPherson’s book as he will from the thorough and 
excellent study by Mr. Greene. 

The author next takes up the actual working details involved 
in the operation of a railroad and gives a clear picture of the 
respective officers responsible for various branches of traffic move- 
ment and of the methods by which the complicated machine is kept 
moving smoothly. The last chapter, entitled “Relation to the Public 
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and the State,” treats in philosophic manner of the attitudes which 
the national government and different States have held at different 
times toward the railroads, and of the grounds upon which they 
have based taxation and efforts at rate regulation. The author 
shows the fallacy of considering a railroad rate as a tax, since 
arate represents payment for services rendered; services that, along 
with other factors, constitute the cost of production, whereas a 
tax is primarily a levy for the support of a government, laid some- 
times upon people and sometimes upon commodities. Mr. McPher- 
son also cites some of the principal arguments for governmental 
rate regulation and has an answer for each argument which he 
brings forward, although he mentions the fact—which ought to be 
well known but which is often overlooked—that the right of resort 
to the courts of a State to test the reasonableness of a rate on 
traffic within the limits of that State is inherent under the common 
law, and that it was conferred upon the federal courts in the case 
of traffic between one State and another by the Interstate Commerce 
Act of 1887. That is, to use the author’s summary, intrastate 
traffic has always been under governmental control and interstate 
traffic has been definitely under governmental control for the past 
nineteen years. 

The last chapter also covers the traffic pools of the seventies, 
summarizes the principal points settled by the original Interstate 
Commerce Act, and shows how the rate law of 1906 enlarged these 
original functions of the Interstate Commerce Commission. The 
summary of the new law is well expressed and is put in useful 
form. 

For those who wish to get a good general outline of the rail- 
road situation in this country without going much into details, 
Mr. McPherson’s book can be heartily recommended, and not the 
least important part of it is the list of references with which 
the book concludes—references which show a student where to go 
in case he wishes to look up some of the interesting lines of research 
laid open to him. 

RAY MORRIS. 

New York City. 
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Industrial Combination. By D. H. McGregor. London: George 
__ Bell & Sons, 1906. 

Uber den amerikanischen Stahltrust: Mit Bertcksichtigung des 
deutschen Stahlwerksverbands. Von Julius Gutmann. Essen: 
G. D. Baedeker, Verlagshandlung, 1906. 


The two works named above, while differing widely in their 
approach to the general subject of industrial consolidation, are yet 
sufficiently in harmony in their method of treatment to justify con- 
sideration in the same review. McGregor’s work, as its name 
implies, is a general treatise on the subject of industrial combina- 
tions using the word in its most general significance, and while 
treating of general principles it illustrates them by a considerable 
variety of facts gleaned from the history of trusts and cartels in 
the United States, Germany, England, France and other countries 
in which the trust movement has gained a footing. Gutmann’s 
monograph, on the other hand, approaches the subject from a specific 
study of the greatest of the industrial consolidations, but illustrates 
his work by constant and apt comparisons drawn from the structure 
and operations of the German steel trust and various other forms 
of combinations in Europe and America. 

McGregor’s book of two hundred and fifty pages of liberal 
dimensions is perhaps the most ambitious piece of constructive work 
on the trust movement that has yet appeared. He defines combina- 
tion as “a method of economic organization by which a common 
control of greater or less completeness is exercised over a number 
of firms which either have operated hitherto or could operate inde- 
pendently.” The unit of combination is thus the firm or establish- 
ment which has “economic efficiency for the supply of goods.” 
Industrial combination is thus radically different from labor com- 
bination in this important respect :—the unit in industrial combina- 
tion is the self-sufficient firm, while in labor combinations it is the 
individual economically dependent upon the employing class. The 
units which enter into industrial combination being self-sufficient 
and therefore independent, remain separate or combine according 
as their economic interests dictate. If, however, they remain 
separate when economic forces are calling for their union, such 
forces will in the end destroy the least efficient producers and extend 
the operations of the more efficient. Combination is thus a “con- 
scious and deliberate interference with those relations of producers 
which would be adjusted in the long run by the force of natural 
selection.”” Combination and monopoly are thus entirely different 
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and independent concepts, as was pointed out in the columns of this 
REvIEW in 1900.1. Combination may intensify competition or it 
may lead to monopoly. Monopoly may be based upon com- 
bination or it may be secured without its aid. The 
combination is thus never free from the competitive forces, indeed 
it is often the embodiment of the most effective competitive methods. 
Efficiency in production, discrimination in price, the use of the 
boycott and the corner, are all weapons of competition which the 
combination knows how to use with the most disastrous results. 

Perhaps the most instructive feature of the work is its discussion 
of the effects of the protective tariff upon the operation of the 
trusts. Written from the English point of view, the author is 
enabled to take a more impartial and perhaps a more comprehensive 
survey of the interrelations of government protection and industrial 
consolidation than most of the writers of Germany or the United 
States. He correctly contends that while the protective tariff is 
only one of the causes of combination, it is probably the most fruit- 
ful source of monopolistic power which the combination possesses. 
Moreover he believes that too much has been made of the theory 
that protected combinations will, on the removal of the tariff, rush 
into international consolidations. Such is the exceptional rather 
than the usual course of events. In short he argues that with a 
general free trade policy the benefits of consolidation may be 
obtained, resulting in a lower cost of production and a reduced price 
to the consumer without entailing, to use Professor Clark’s phrase, 
“the blighting effects of monopoly.” 

On the whole the work is a valuable addition to the literature of 
the general trust movement. It is, however, likely to find its chief 
usefulness among the scholarly students of the subject since it is 
marred by the constant use of technical terms many of which seem 
to have been coined by the author and which he does not usually 
explain. 

Gutmann’s monograph on the American Steel trust has very little 
to offer the American reader in its description and analysis of the 
structure and working of the Steel corporation. It will, however, 
on this point prove of large interest to the German economists and 
business men. Its chief value to us will be found in its use of 
the comparative method of study applied to the two great trusts 
in the steel industry, the United States Steel corporation and the 


* The Classification of Monopolies and Combinations, Vol. IX, No. 3, p. 324. 
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German Steel cartel. The work is introduced by a short description 
of the development of the iron and steel industry in the United 
States. It contains chapters on the constituent companies of the 
corporation; on the genesis, structure and administration of the 
steel trust; on the corporation as a form of industrial organization ; 
a comparison of the corporation and the cartel; on the relation of 
the steel corporation to its employees; on its financial policy, and 
ends with a direct and somewhat detailed comparison of the Steel 
corporation with the German Steel combination. 

His discussion of the comparative strength and efficiency of the 
Steel corporation and the German Steel cartel is for the American 
reader the most instructive part of the work. He finds certain 
advantages in the corporation, certain other advantages in 
the cartel. The most important distinction between the 
two he finds in the union of the stages in production, 
the ownership and harmonious operation of iron mines, coal 
mines, railroads and steamship lines, furnaces, rolling mills 
and steel works, a process called in technical economic language 
“the integration of industry.” The United States Steel corpora- 
tion has carried this process of consolidation to its logical conclusion 
in several lines with marvelous results. Integration is the distin- 
guishing characteristic of the American corporate consolidations, 
but is of course impossible or at least impracticable in the German 
cartel. Consequently the corporation has tended to achieve econo- 
mies in operation while the cartel has, on the other hand, tended to 
establish and maintain partial and sometimes fairly complete 
monopolies. 

The monograph shows evidence of careful and painstaking 
research. It is supplied with a full bibliography and numerous 
foot-notes, giving the sources of information. The value of the 
work is lessened by the author’s reliance upon German writings 
upon the American trusts when he might have used first-hand 
American documents, papers and other original material. 

MAURICE H. ROBINSON. 


University of Illinois. 
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RECENT LITERATURE. 


Principles of Economics. By Alfred Marshall. Vol. 1, fifth edi- 
tion. New York: Macmillan & Co. This book, the appearance 
of the fifth edition of Marshall, testifies to the widespread appre- 
ciation of that monumental work, and at the same time calls atten- 
tion to the fact that the promised second volume has not yet 
appeared. In the preface to te fifth edition Professor Marshall 
explains why he has not been able to carry out his original plan. 
The reason in brief is that as the material grew on his hands, he 
saw the necessity not only for a second volume but for a third and 
a fourth. Then, fearful lest a single work in four volumes should 
be too cumbersome for the purpose intended, he has changed his 
plan, and now intends to bring out an “almost independent volume, 
part of which is already in print, on National Industry and Trade.” 
He goes on to state that this volume may be followed at no very 
long interval by a companion article on Money, Credit and Employ- 
ment, and that finally it may be possible to compress these two 
volumes, together with some discussion of the function of govern- 
ment, into a single volume; which may supplement the present, 
and form a consecutive treatise of moderate length. One cannot 
but admire the tenacity of purpose with which writers like Marshall 
and Herbert Spencer, with limited physical strength, have pursued 
plans for great life works involving long and orderly sequence. 
The present book is for the most part a reprint of former edi- 
tions, but some of the appendices, and the greater part of book 6, 
chapter 13, on Progress in Relation to Standards of Life, are new, 
and some other chapters have been re-written. 


A History of Slavery in Cuba, 1511 to 1868. By H. H.S. Aimes. 
New York and London: G. P. Putnam’s Sons, 1907—pp. xi, 298. 
The author has already published part of his results in this 
Review (vol. xv, No. 1). His book is a careful compilation 
from reliable sources; a large amount of research has gone 
into its construction, and it shouid prove most valuable to any 
scholar interested in Cuba, or in the Spanish colonial system 
in general. It is a good example of the kind of solid work that 
American directors of historical investigation are now insisting 
upon; the whole book gives one the impression of facts painstak- 
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ingly gathered for some larger purpose. Naturally there is not 
much chance to render this information attractive and readable, or to 
fix it in its proper setting in the general topic of human enslavement, 
or in that of colonial policy. Occasionally, in its discontinuity, it 
approaches the chroni@le-form so commonly observable in the 
Spanish sources themselves. There is no particular strength of 
literary expression and art to disguise the note-system behind the 
text, nor are there many invocations of those wider view-points that 
might enliven detail. Occasionally the author combats a commonly 
accepted view, as when, for example, he dismisses the claim that 
the English occupation of Havana in 1762 meant Cuba’s economic 
awakening as “one instance of Anglo-Saxon self-glorification.” 
In this case it can hardly be admitted that his facts have established 
his contention. In general, Dr. Aimes conceives Spain’s policy in 
regard to Cuba and the slave-trade as being “well abreast of the 
times, as consistently as local and international conditions would 
allow.” The book is a useful one and the reader will hope with 
the author that it may aid in solving some of the problems connected 
with the island. 


Emancipation of the Medieval Towns. By A. Giry and A. 
Réville. Translated and edited by Frank Green Bates and Paul 
Emerson Titsworth. New York: Henry Holt & Company, 1907— 
pp. 69. The third number of the Historical Miscellany, edited by 
Prof. Earle W. Dow, furnishes a companion piece to Seignobos’s 
Feudal Régime, and will be a welcome addition to the resources of 
the teacher of European history. It cannot pretend, of course, to 
introduce students to the difficult questions involved in municipal 
origins, and it covers only the rise of the towns of France. In its 
field, however, it is unsurpassed; and the general student will learn 
more by studying the vivid picture which it presents than he could 
hope to learn by attacking at the start the whole question of munici- 
pal organization, in all its uncertainties and complexities. The 
translators have done their work well; especially do they deserve 
commendation for accepting frankly terms for which there is 
really no English equivalent: conjuration, chevauchée, towns of 
burgessy, etc. 


His Grace the Steward and Trial of Peers. By L. W. Vernon 
Harcourt. London: Longmans, Green, & Co., 1907—pp. xii, 500. 
This book, by the nature of the subjects which it covers, can appeal 
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to but few students; it traces the history, from early times to the 
fifteenth century, of an office and an institution which belong in the 
field of constitutional antiquities rather than in that of constitutional 
history. If the reader, however, grants the right of the author to 
choose what subject he pleases, he can feel only admiration for 
the manner in which the study is executed. The work is based 
entirely upon original sources, of which a considerable proportion 
is still unpublished,’ and is supported by lavish references and 
quotations. 


The Organization of Ocean Commerce. By J. Russell Smith. 
University of Pennsylvania Publications, 1905. This book is an 
important study in a hitherto comparatively neglected field. It is 
largely the result of an investigation into the question of the 
probable commercial effects of the Panama canal. After consider- 
ing the character and importance of ocean commerce, the writer 
discusses it from three principal points of view: (1) charter and 
line traffic, (2) routes and shipping, (3) harbor and port facili- 
ties. Such important subjects as ocean freight rates, the probable 
effects of the Panama canal upon ocean routes and coaling sta- 
tions, the competition of the steamer with the sailing vessel in the 
carrying trade, etc., are carefully treated. The style is well cal- 
culated to interest the general public as well as the student whose 
particular interest is in the field of ocean commerce. 


The Crisis at Panama. By Lindon W. Bates. Reprinted from 
Engineering World, Vol. iv, Nos. 25-28, 1907. This is a scholarly 
treatment, by an eminent engineer, of the engineering problems 
involved in constructing the Panama canal. The series of papers 
gives, in language free from technical terms, a critical analysis of 
the work now in progress for the general purpose of disclosing 
what this country is being committed to at Panama. After criticis- 
ing severely the plan of the canal, under which work is being pushed, 
the writer observes that “the President or Congress should call 
for the abandonment of the three locks in flight at Gatun and the 
substitution on that site of one lock to lead from a lower lake to 
the summit level.” In a word, the writer’s project is on the prin- 
ciple of isolated locks, and a summit level of 62.5 feet instead of 
the 85-foot level as adopted. 


Currency and Coin. By Richard B. Pullan. New York: The 
Occasional Publisher, 1907. This little book presents an ingenious 











336 Yale Review. [ Nov. 


but wholly unscientific and impracticable scheme for reform of the 
monetary system of the United States. The author hopes to 
increase the metallic circulation by a highly artificial kind of 
bimetalism and to replace the present national bank notes by notes 
loaned to the banks by the government, the government receiving 
interest and being secured by the deposit of bonds. The whole 
treatment shows lack of familiarity with the principles of monetary 
science and the literature of the subject. 


Select List of Books on Reciprocity with Canada. Library of 
Congress. Washington: Government Printing Office, 1907. This 
list makes a pamphlet containing nine pages of titles of books and 
magazine articles bearing mainly on recent discussions of the 
subject, and is compiled by Mr. A. P. C. Griffin, chief bibliographer 
of the Library of Congress. It cannot be called a bibliography, 
and it is not intended to be, but it serves its purpose fairly well as 
a “ready-to-hand guide to accessible material.” The great mass 
of government documents on reciprocity with Canada is not listed, 
but a page is given to the publication in which trade statistics may 
be found, particularly those of recent years. There follows an 
alphabetical list of books made up for the most part of the published 
speeches of public men, together with several standard works on 
reciprocity, and a gond list of the most prominent articles appearing 
in periodicals from 1903 to 1907. It is to be hoped that this list will 
contain, at least approximately, all the material to be found in the 
Library of Congress. 


Ancient Society. By Lewis H. Morgan. New York: Henry 
Holt & Co., 1907. This is a reprint, after three decades, of a 
famous work. Morgan has been a trusted authority for many 
years, and will so remain. The present volume is well got up, 
although the type is occasionally a little marred. 


Sur quelques Erreurs de Méthode dans I’Etude de l' Homme pri- 
mitif. By L. Wodon. Solvay Institut de Sociologie. Bruxelles: 
Misch et Thron, 1906. The author of this publication thinks that 
reasoning concerning social origins is too often vitiated by a ten- 
dency toward a priori construction, and otherwise failing to observe 
“the most imperious rules of scientific criticism.” Of this there can 
be no manner of doubt, and great credit is due to M. Wodon for 
his attack upon such looseness of thinking. His assauit is levelled 
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mainly against Bucher as a type, and develops into an analysis of 
the terms Wirtschaft and Nicht-Wirtschaft employed mainly in Die 
Entstehung der Volkswirtschaft. 


The Twenty-Fifth Annual Report of the American Bureau of 
Ethnology. For 1903-1904. Washington: Government Printing 
Office, 1907. This volume contains, besides the usual report of the 
Chief, two accompanying papers by J. W. Fewkes. One of these 
is upon the Aborigines of Porto Rico and Neighboring Islands and 
the other treats of certain antiquities of Eastern Mexico. Both 
are of the high quality characteristic of the work of the Bureau and 
of Mr. Fewkes, and are splendidly illustrated by plates and figures. 


The Ethics of Force. By H. E. Warner. Boston: Ginn & Co., 
1905. This is a small volume consisting of papers read to the 
Ethical Club of Washington, D. C., at about the time of the Spanish 
War. The author takes issue with the ordinary views of the nature 
and demands of heroism and patriotism, which he characterizes as 
being satisfied with spelling the words with a capital letter and the 
bursting of fire-crackers. A more rational conception of these 
ideals would do away with much of the demand for war, which is 
itself irrational, unprofitable, “a clumsy agency which no longer 
serves a useful purpose and in the evolution of the race ought not to 
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P. S. King and Son, 1906. This is an impassioned denouncement 
of various prevailing customs in the medical profession such as 
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accepted as proper, but that in actuality they are unscientific and 
invariably wrong. 
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Facts about Immigration. Report of the Proceedings of Con- 
ferences on Immigration held in New York City, Sept. 24 and Dec. 
12, 1906, by the Immigration Department of the National Civic 
Federation. A considerable portion of the book is devoted to the 
debate between Mr. Prescott F. Hall and Mr. Nathan Bijur, fol- 
lowed by a discussion. 
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